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PROCEEDINGS OF THE RAILWAY RATES 

TRIBUNAL. 

TUESDAY, JUNE 9th, 1925. 



Present : 

W. B. CLODE, Esq., K.C , President. 
W. A. JEPSON, Esq. 

GEO. C. LOCKET, Esq., J.P. 



TWENTIETH DAY. 



The Rt. Hon. P. H. MAOMULLAN, K.C., Mr. A. 
C. CLAUSON, K.C., Mr. BRUCE THOMAS, and 
Mr. ALFRED TY’LOR (instructed by the Solicitors 
of the Amalgamated Railway Companies) appeared 
for the Railway Companies. 

Mr. P. B. MERRIMAN, K.C., Mr. F. O. 
THOMAS, K.C., and Mr. JACQUES ABADY (in- 
structed by Messrs. Vizard, Oldham, Crowders, and 
Cash) appeared for the Traders’ Co-ordinating Com- 
mittee (including the Mining Association of Great 
Britain) ; for the National Association of Railway 
Travellers ; for the following local authorities : The 

Boroughs of Leeds, Cardiff, Oldham, St. Helens, West 
Ham, East Ham, Gravesend, Richmond, Dartford, 
Southport, Watford, Leamington Spa, Morecambe, 



JUDGMENT. 

In the course of the proceedings to determine 
“ Standard Revenues ” for the four Amalgamated 
Companies under Section 58 of the Railways Act, 
1931, there has been placed before us for our ap- 
proval an .Agreement dated the 13th May,, 1925, 
Ijetween the Traders’ Co-ordinating Committee on 
the one part and the four Amalgamated Companies 
on the other part binder which the amount of what 
is known as the “ economy allowance,” (or the 
allowance which the Tribunal are directed by the 
Proviso to Section 58 (1) of the Act to make) has 
been agi’eed between those parties. 

The Traders’ Co-ordinating Committee is a Com- 
mittee which represent for this purpose the interests 
of some 600 objectors who have entered separate ap- 
pearances and who but for the Committee would he 
entitled to separate representation and to be 
separately heard. 

The four amaigamated companies are also acting 
through a committee which represents all their 
interests. 

Both these I'epresentative committees strongly sup- 
port the^ terms of the Agreement and ask us to 
approve it. The only opponent is the London County 
Council, and their objections will be dealt with later. 

The object of the Agreement is to define and limits 
the amount of the allowance which the railway com- 
panies can claim now and hereafter under the 
proviso. 

• Be.fore considering the language of the material 
piovisions of the Act of 1921 in detail the general 
scheme of it may he explained. The object of the 
part of it with which we are now dealing is to fix 

Standai'd Revenues ” for the four companies 
resiiectively, to ascertain, periodically the actual net 



and Rothesay; and for the Urban District Councils 
of Mitcham, Heston and Isleworth, Teddington, Wal- 
lington, Surbiton, Harrow-on-the-Hill, Prestwich, 
Epsom, Carshalton, Barnet, Hampton, Bexley Heath, 
and Staines. 

The Hon. STAFFORD CRIPPS appeared for the 
London County Council. 

Mr. CYRIL HURCOMB, C.B., C.B.E., appeared 
for the Ministry of Transport. 

Mr. HERBERT MORRISON appeared for the 
Joint Council of the Trade Union Congress and the 
Labour Party; and for the London Labour Party. 

M-r. J. H. WORRALL appeared for the National 
Anti-Profiteering Society. 



revenues - which they are making, to contrast them 
with the respective Standard Revenues which they 
are entitled to make, and subject to certain qualifi- 
cations, modify the charges so that any excess re- 
venue which they may be making over the “ Standard 
Revenue ” may in subsequent years be divided 
between the users of the railway and the companies, 
giving four-fifths to the users in reduction of charges 
and one-fifth to the company; the one-fifth becoming 
a permanent addition to the Standard. Apart from 
increase in traffic over and above the estimates, and 
any reduction in wages and cost of coal stores etc., 
any excess of “actual” over “standard” reveirue 
shewn at the earlier reviews may be expected to be 
largely the result of savings or economies in working 
and management expenses due to amalgamation. 

Conversely where a deficiency of actual below 
standard appears there is nothing to divide, and the 
only thing is, again subject to certain qualifications, 
to raise the charges to make the “ actual ” reach 
the “ standard ” in the subsequent year. 

Such is the general scheme of the Act after the 
“ Standard Revenue ” has been fixed, and so far 
leaves the destination of any savings made before 
the first fixation of charges and Standard Revenue 
unprovided for. 

It is with this period that the proviso to Section 58 
(1) deals. If the companies take early steps for 
economies in working and management expenses ren- 
dered possible by or in anticipation of amalgamation, 
the Tribunal are directed to take into consideration 
the economies effected by such steps already taken 
and make such allowance in respect thereof as the 
Tribunal may consider fair and equitable to an 
amount not exceeding one-third of such economies. 

It will be noted that the companies are here given 
one-third and not one-fifth and it is specifically stated 
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that this is done “ with a view to encouraging the 
taking of early steps for eiiecting economies in worlv- 
ing and management expenses.” 

It is with the amount of the ‘‘ allowance ” under 
this proviso that the agreement deals. 

What in fact has happened is as follows ; In order 
to give all parties the opportunity of considering 
and afterwards of agreeing to or objecting to the 
railway companies’ claims in connection with the 
ascertainment of Standard Revenue the Tribunal 
have required the railway companies to file detailed 
particulars of all such claims, and to make them 
available for all opponents. In pursuance of this 
requirement the railway companies have filed inter 
aha particulars of their claims under the foregoing 
proviso and have so framed their Schedules as to 
show how and in what way the four companies have 
effected economies ‘‘ I'endered possible by or in anti- 
cipation of amalgamation ” and also that for the 
four companies they amount to about £1,400,000 up 
to and including the 30th June, 1924, in most cases, 
although some extend to the 31st December, 1924. 

In delivering these Schedules of particulars the 
companies intimated that they were partial and pro- 
visional statements only and that they held them- 
selves entitled to deliver further and supplemental 
schedules bringing their lists of economies up to the 
latest possible date, viz. : the date at which the allow- 
ance would be made and finally dealt with. We 
think that this claim of the railway companies was 
well founded. 

It should be stated that the Tribunal have always 
urged the parties in tlie interests of economy of time 
and money so far as possible to agree amongst them- 
selves all such matters as are susceptible of Agreement 
and so reduce the volume of contested matter which 
must come to the Tribunal. At tlie same time the 
Tribunal have always maintained control over matters 
agreed and. ascertained that the matter when agreed 
conforms to and satisfies the requirements of the 
Statute. 

In xnirsuance of this policy the two committees 
met and went full}' into the details of the claims of 
the four oompanieK, questioned various items con- 
sidered to be typical and called for further particulars 
and at last arrived at the agreement dated the 
13th May, 1925. 

It need not be set out in detail as it is not the 
precise language of the agreement that is in question. 
Ill any case the document is available. 

The effect of it is to settle once for all the amount 
of the allowance which the four railway companies 
can claim under the proviso at £400,000 which has 
subsequently been divided between the four com- 



panies as follows: — 

£ 

Loudon and North Eastern Railway 

Company 91,000 

London, Midland and Scottish Rail- 
way ... 139,000 

Great Western Railway Company 93,000' 

Southern Railway Company ... 77,000 



It arrives at this result, however, by what may 
perhaps be considered as rather an artificial method. 
It will be borne in mind that the railway companies’ 
claims included in the particulars delivered amounted 
to £1,400,000, and this was the sum which the 
Traders’ Committee went into conference to deal with. 
They accordingly criticised it and were engaged in 
reducing it to £1,200,000, when in the course of the 
discussion it was ascertained that economies were 
still in progress and that the traders might expect, 
before the allowance was made by the Tribunal, fur- 
ther particulars from the railway companies of eco- 
nomies amounting to about as much again as the 
claims already filed. The question then arose as to 
the percentage allowance upon all these present and 
future economies which the railways would claim. 
At this point apparently the railway companies made 
the following concession. They stated that if the 
traders would join them in a request to obtain from 

46038 



the Tribunal 331 per cent, on the £1,200,000, and if 
the Tribunal granted such request they would take 
the £400,000 so obtained in satisfaction of their claim 
in respect of the £1,400,000 and all future claims. 
The £400,000 to be an addition to the “ Standard 
Revenue,” which both parties agreed it must in any 
case be, whether the amount of it was fixed by agree- 
ment or determined by the Tribunal. 

We have satisfied ourselves by the examination of 
witnesses on behalf of the traders and the railway 
companies that economies of approximately £1,200,000 
have already been effected by the railway companies 
and we see no reason to doubt the evidence of the 
witnesses called by the railway companies that fur- 
tiu'r economies of a like amount might be expected 
to be effected if the railway companies were to insist 
on keejiing the question of amount open until the 
allowance was actually made, that is when the charges 
required to produce the standard revenue are fixed, 
and then include in their fiuther particulars all the 
economies which they had effected in the interval. 

This Agreement arrived at under the circumstances 
above mentioned, we are asked to approve. 

Roth the traders and the railway companies are 
V('ry anxious that it should be approved. The traders 
because a present settlement of not only current but 
future claims is manifestly to their interest; inasmuch 
as the longer the matter is left open the larger the 
i-ailway companies’ claims may be expected to be. 

The railway companies, on their part, are willing to 
forego a substantial part of their claims for an ascer- 
tained commuted payment, and so to set the matter 
to rest once for all. 

Evidence has been led both by the traders and the 
railway companies which satisfied us that the terin-s of 
the agreement are fair and reasonable and no 
evidence to the contrary has been led by anyone. 
Nor, indeed, has any argument been addressed to us 
upon the matter except by couitsel on behalf of tlie 
London County Council, whoso objections we have 
heard and fully considered. 

Their objections are in law, and founded upon the 
words of the Statute which they submit will not be 
complied ivith if the Agreement is confirmed and acted 
upon. 

In the first place they say that the amount of the 
allowance cannot be fixed at the present stage, but 
only when the Tribunal are considering at a later 
stage of this inquiry what annual net revenue the 
charges to be fixed under .Section 56 (1) will with 
efficient and economical working and management 
yield. 

In our opinion this is not the necessary or true 
interpretation of the language of the proviso'. No 
doubt it defines the occasion on which the allowance 
shall be “made” and says that up>on the occasion of 
the first fixation of charges it shall be “made” in 
determining the sum which the charges will, with 
efficient and economical working u.nd management, 
yield. And this is what we propo.se to do.. But it 
does not say that only at that time can the amount of 
the allowance to© fi.xecl. The amount of the allowance 
having been determined under the Agreement with 
the approval of the Tribunal, it will b© “made ” as 
the Statute provides in determining the sum which 
the charges will yield. 

The practical inconvenience of delaying the fixa- 
tion of the amount of the allowance which the Tri- 
bunal will give until the time when the Tribunal 
are engaged in fixing charges which will yield the 
Standard Revenue is considerable. Not knowing the 
amount of the allowance the Railway Companies can- 
not well budget charges to yield it; they will there- 
fore have to submit charges in the fi'rst instance 
which must be recast so soon as the amount of the 
allowance is known. If they know the amount of 
the allowance before they frame their “ budget ’’ 
they can submit charges sufficient to meet it. 

So far as the London County Council represent 
freighters and passengers, and it is difficult to see 
what other interests they can claim to represent, 
it w'ould seem that they are so much interested as 
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■other represeiitntives of those iuteroits in getting 
tJie “ allo\vance ” fixed as early and at as small a 
figure as piossible. 

The further suggestion, which we understood to 
be made, that by fixing the amount of the ..Itow- 
ance now we shall be hampered when considering 
under Section 58 (1) what the proposed charges will 
with efficient and economical working and manage- 
ment yield does not ajipear to us well founded. The 
economies which have been made before the fixation 
of the charges will no doubt be reflected in the work- 
ing expenses which will then be put before us for 
consideration, but in considering these working ex- 
penses and how and in what way they can be fur- 
ther reduced in the future we shall be placed under 
no limitation by reason of having fixed the amount 
of an allowance for what has been done in the past. 

The second objection is that it is a term of the 
Agreement that the allowance is to be added to the 
“ Standard Revenue.” In our opinion this is what 
the Act intends and jn-escribes in any case, whether 
the amount of the allowance is fixed by the Tribunal 
or by Agreement between the parties. 

The suggestion is that under the terms of the 
Statute the “ allowance ” is only a bonus for a limi- 
ted period and disappears at the conclusion of that 
period, the period .suggested being, we gather, that 
which intervenes between the appointed day when 
the standard ” first begins to operate and the time 
when the first review under Section 59 takes place. 

If this is so the encouragement to take early steps 
to economise disappears because it would have been 
bettei- policy for the Railway Companies to have post- 
poned economies and have thus got a large permanent 
one-fifth at the first review than a one-third for a 
temporary period which will be short, viz. ; up to 
the end of the first complete year after the appointed 
daj’. For this would have been the result if they 
had postponed all their economies until after the 

Standard Revenue ” had been fixed. 

Rut apart from this consideration the language of 
tile Statute points to the allowance being permanent. 

Here two points arise. First, whether the allow- 
ance is an addition to the Standard Revenue, secondly, 
whether being an addition it is a permanent or tem- 
porary one. 



It IS difficult to escape the conclusion that Parlia- 
ment intends to make the allowance an addition to 
the Standard Revenue, because not only must the 
allowance to be of any benefit to the railway com- 
panies be placed by some method into the Standard 
lievenue and the charges adjusted to meet it, but, 
as il to emphasise this, the proviso directs the Tribunal 
at the very time at which they are determining tho 
net annual revenue ” or ” sum ” which the charges 
will yield Ri “ make ” the allowance before they arrive 
at a conclusion. Unless their decision in the' matter 
of the allowance is reflected in the sum which they 
^ determine,” the Tribunal will not be fulfilling the 
xujinicLioHs of the Statute. 

.„me™ is it to be a temporary or a permanent alloiv- 



Here tlie first thing to be ascertained is whether, 
wlien a total sum which is the “ Standard Revenue ” 
las been found apd the allowance, as it were incor- 
porated into the Standard Revenue by the decision 
IxisteLe ‘Allowance retains a separate 

dels’"'''' in the Act that indicates that it 



wltoi existence a ” Standard Revenue 

uj ch ,s the result of the Tribunal’s decision upon tli 
let annual revenue ” under Section 58 (1) aftc 
giving eflect to the proviso: and it is this “ Standar 

the first ’ occasion c 

the fiist review and all subsequent reviews and ’ 
necessary “ increased.” ’ ‘ 

llie Act nowhere makes provision for anv subseauen 
deductions from the "Standard” of the Xwance; 
for mal-iM^'» he, therefore, provisions in the Ac 
Standard Rp allowance ” an addition to th 

btandaid Revenue, and no provision for putting th 



allowance anywhere else or when it has been made a 
part of the Standard Revenue taking it off : and both 
the traders and the railway companies are satisfied 
that this is its proper destination. 

We are of ojiinion that this is the proper inter- 
pretation of the Statute. 

The proviso appears to Im properly aiipended to 
Section 58 (1) : Rut for the proviso, the Tribunal 
would have been under an obligation to determine a 
“ net auuual revenue equivalent to the aggregate net 
revenue ” for 1913 plus the allowance under (a), (/>) 
and (c) ; by rhe proviso they are entitled to make it 
larger by tine amount of the allowance which they 
make under it. The proviso therefore fulfils the recog- 
nised function of a proviso : it qualifies the generality 
of the language of the Section to which it is appended. 

Further, if any justification is needed for the 
method which is adopted of dealing with this matter 
by way of proviso it may be found in the following 
consideration. Assuming that Parliament intended to 
place allowances for economies whether made before or 
after tho appointed day upon the same basis, but to 
differentiate them only in amount, and had decided 
that these allowances should take the form of “ ad 
hoc” additions to the “Standard Revenue ” it will be 
seen that the provisions of Section 59 and those of the 
proviso exactly effect this purpose ; under both “ allow- 
ances” are added to the “ Standard Revenue ” and 
both are made thereby permanent. 

Having arrived at the conclusion that the agreo- 
nient is fair and reasonable, and that it is in the 
interest of the public, the traders and the railway 
companies to have the amount of the allowance 
speedily and cheaply fixed, and that the objections in 
law of the London County Council are not well 
founded, we approi-e the Agreement. 

President : Any formal Order which may be neces- 
sary 1 dare say you could agree with Air. Rruce 
Thomas, and on application to the Registrar he will 
draw the Order up. 

Now, Air. Alaomillan, what statement would you 
propose to take next ? 

il/?'. Maciiiillnn: AVe are in a position to-day to 
make a^ further substantial advance towards the final 
ascertainment of tho Standard Revenue of each of 
the amalgamated companies under Section 58 (1) of 
the Act of 1921. I thought it might be useful at this 
stage to recapitulate very briefly the progress which 
has been made up to date and to define the position 
now reached. As you are so well aware, the Standard 
Revenue of each company consists of five factors. 
Hie main factor, the first factor, is the equivalent 
of tho aggregate net revenues for 1913 of the con- 
stituent and subsidiary companies merged in each 
amalgamated company. ^ So far as that, the first 
factor for consideration, is concerned, we have ascer- 
tained and determined it for each company subject 
only to one reservation, namely, the question of the 
adequacy or inadequacy of the maintenance item 
appearing in the 1913 accounts, . this point, as you 
iviJI recall, having been postponed expressly in order 
that it might be considered and determined when tlie 
expenditure accounts for the A., or ideal, year came 
up for consideration. That is the position of the 
first and leading factor in the ascertainment of the 
otaiidarcl Revemie. 

Ihen we come to paragraph (a), which is the second 
factor, the first of the additional factors, the 5 per 
cent, on certain defined capital which is described in 
the paragraph. As you recall, there has been a 
certain amount of adjustment upon the figures 
originally tallied. There was a little difficulty in 
ascertaining the aiipropriate figure to place in 'that 
compartment, due to the fact that the accounts had 
not been finally closed as between the Government 
and the companies. Various topics were mooted in 
tliat connection, and now I am in a position to hand 
you this morning a statement in the form of a table 
which gives effect to the concessions of the companies 
and the decisions of the Tribunal upon all the points 
which have arisen under this head. This document 
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■\vliicli I now liand in and make available for my 
frieiuls, is the completion of the contents of paragraph 
(((.), and, so far as we are aware, it is a complete and 
final ascertainment of the sum to he added midcr 
paragraph (o.) to the aggregate net revenues in the 
case of each amalgamated company. 

(Table handed to the Tribunal.) 

Mr. Jepson-. I sujjpose it also gives effect to the 
points raised by Mj-. Hurcomb ? 

Mr. Macmillan: Ever,y point which the Minister 

has brought up has alreatly received effect. If you 

will be good enough to look at it for a moment you 

will see what has been done. It is of some interest, 
il think, to lijik m) these finally ascertained figures 
with the figures oi-iginally presented, so that j'ou 
may see what alterations have been made in con- 
sequence of the concessions of the companies and the 
decisions of the Tribunal. But, first of all, 1 draw 

attention to the document before you merely for the 

purpose of describing its contents. 

Fre.ndent : Is it necessary to mark it for further 
reference, because if it goes on the notes I suppose 
we shall be referring to it at some future time? 

Mr. Mcncmillan: I suggest. Sir, that its heading 
is really adequate, as you will notice that under the 
general heading “ Standard Ileveiiue— Railways Act, 
1921,” the table is entitled “ Item No. 3 (R.T. 2a, 
3a, 4a, 5a),” so that really the heading is selD 
explanatory. 

President : 1 will put the date on it. 

^ Mr. Macmillan: The date is the 8th of June, 192-5. 
The description of the contents of the table is given 
at the head ; “ Capital Expenditure forming the basis 
on which ijiterest was allowed at the end of the 
period during which the constituent companies were 
in possession of the Government, viz., 15th August, 
1931 (as per Section 58 (1) (a) ), amended in accord- 
ance with the decisions of the Railway Rates Tribunal 
on the 26th May, 1925.” What has been done has 
been to put on the first line in the case of each com- 
pany the total expenditure of this cla,ss as contained 
in what one may call the intermediate document; 
that is to say. Schedule C amended and revised. That 
was the stage which we had reached. Then certain 
deductions are made in consequence of proposals of 
the railway companies and the decisions of the Tri- 
bunal, and you will see in the case of the London 
and North Eastern Railway Company there is a 
deduction in respect of the capitalised value of rent 
charges, a matter which was, of course, very fully 
explained before. Similarly with regard to the Forth 
Bridge Railway Company’s expenditure, an item of 
£25,194 is deducted. These deductions having been 
made to arrive at the total figure of capital expendi- 
ture of £14,063,951, and as the Statute is directory 
upon the amount of the allowance of such capital 
expenditure, namely, 5 per cent., we have only then 
to complete the calculation by taking 5 per cent, 
upon that, which comes to £702,698. 

In the ca,se of the London, Midland and Scottish 
Railwa,y Company, the only deduction is in respect 
of capitalised value of rent charges, etc., and that 
having been made we reach a capital expenditure of 
£11,398,139, five per cent, on which is £569,907. 

In the case of the Great AVestern Railway Company 
it was not necessary to make any deduction, because 
it had no rent chai-ges of the same type as the London 
and North Eastern Railway Company and the 
London, Midland and Scottish Railway Company. 
Therefore the figures remain there, as before. 

With regard to the Southern Railway Company a 
small deduction of £804 was necessitated, bringing 
out their capital under this head at £3,833,850, upon 
which 6 per cent, is £191,692. 

For rny own convenience — ^I do not know whether 
you desire to do it or not — it is rather interesting 
to relate these final figures now back to the original 
statement put in “R.T. 2a,”’ “3a,” “4a” and 
“ 5a.” You will remember that the first folio in 
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these thicker volumes contains the original presenta- 
tion by the railway companies of the Standard 
Revenue figures. This item with which I have been 
dealing, and which is dealt with in the table of the 
Sth June, 1925, now handed in, is the third item, 
and it is of some little interest to note the result 
of the examination by the Court of our originally 
prepared figures. If you will be good enough to look 
at folio 1 of “ R.T.2a ” — and folio 1 is the same in 
the case of each four volumes — j'ou will see the 
figures there for each of the four companies, and you 
will note that whereas in our original presentation of 
the figures the London and North Eastern Railway 
Company’s claim was for £707,724, now the finally 
ascertained figure is £702,698. There was an inter- 
mediate stage, you may recall, when we presented 
amended and revised tables; I am disregarding them 
and taking the standard of the figure and then 
giving you the final figures, because these were 
merely intermediate documents which have passed 
out of importance. The contrasting figures, there- 
fore, are, in the case of the London and North 
Eastern Company’s original proposal, £707,724, and 
now the final ascertainment is £702,698. Ln the case 
of the London, Midland and Scottish, £677,021 was 
originally put forward, and I will write against that 
the new finally ascertained figure of £569,907. The 
Great AVestern Railway Comi^any’s original figure 
was £391,378, and the figure now finally ascertained 
is £391,073. The Southern Railway Company 
originally put forward £191,956, and now the figure 
is £191,692. For the four companies the orginal total 
claim, was £1,868,079, and the figuie as now ascer- 
tained for the four companies is £1,866,370. 

President : These figures which are now before us 
on this table give effect to those adjustments which 
Mr. Hurcomb suggested when he produced the report 
after the test for overlapping ? 

J//'. Macmillan : Yes. 1 was going to allude to it 
in connection with paragraph (h) upon which his 
observations have received effect. So far as para- 
graph (a) is concerned, you may take it that this is 
correctly compiled in consequence of the decisions 
and with the views of the Minister. There is nothing 
left in it so far as I know. Is th.at right Mm 
Hurcomb? ’ 

Mr. Ilurcoiiib : Yen. I agree the figures of capital 
expenditure as now amended as given in the last 
column headed “ Total, ’ in this statement. 

M? . J epson ; rhat is after allocating the joint lines 
between the respective interests. I think in the 
oi'iginal table they were put separately, 
illr. Hurcom.b : AVc showed them separately. 

Mr. .J epson : And this new figure 

Mr. Macmillan : There is a subsidiary table which 

makes that abundantly plain. 

^ Mr. Hurcomb ; I would like also to remind the 
Tribunal of the reservation I made before, that as 
regards the distribution of the figures between rail- 
way, omnibus and steamboat, and so forth, neither 
the M.inistor nor, as I understand it, the companies, 
regal’d the allocation here shown as prejudicing an.\- 
action that may' be required under other sections of 
tho Railways Act or otherwise in the compilation of 
accounts. 

Mr. MacmiUan: That is certainly agreed and 

already recorded on the notes ; but there is no harm 
in having it once more brought to mind. I have not 
dealt -vvith allocations at all; I have been taking the 
total figures and not the distribution figures amongst 
the different heads; but it is satisfactory to knoiv, 
therefore, that the figures v'hich ,1 am now putting 
before you in the document produced this morning 
are figures which are accepted as accurate by the 
Alinister, and therefore the task of the Tribunal 
is merely to take 5 per cent, of those figures. 

I had given you the differences, and they are 
rather interesting, I think, as showing on the whole 
how very near the railway companies were to the 
correct figures when they mdged their claims 
originally. The differences are really comparatively 
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•small. Ill the case of the London & North Eastern 
Railway Company it is only £5,026; in the case of 
the London Midland & Scottish Railway Company it 
is £7,114; in the case of the Great Western Railway 
Company it is only £305, and in the case of the 
Southern Railway Company it is only £264. Perhaps 
you may think that the very elaborate inquiries and 
investigations which have taken place here have not 
resulted in any vei' 3 ' substantial modifications of the 
figures. It is quite true that these corrections and 
modifications will hardly reflect themselves in the 
charges; but, on the other hand, I think it must be 
a satisfaction to feel that these figures have been gone 
into so closely, and that on the whole the figures 
originall.v put forward so nearly approximated to 
those which, on a final ascertainment, have been re- 
cognised as the correct ones; and although these 
adju.stments are so small as in the end of the daj' to 
have practically no effect, I think it is a self-satis- 
faction to have the figures so aocuratel}' ascertained. 
Therefore I think we may take it that as i-egards this 
table you now have finally ascertained figures for 
jjaragraph (a) to which we may bid a respectful and 
regretful farewell. 

As regards the joint lines which Mr. Jepson men- 
tioned, there is a subsidiary table which w'e have pre- 
])ared, which is necessary to be taken along with that 
document, and the purpose of which is merely to show 
how the railway companies have allocated the capital 
expenditure of the “ J ” joint lines. As you may 
remember, Hir, the Minister in his figures naturally 
did not distribute those figures among the companies 
The companies have now distributed the capital ex- 
penditure on “ J ” joint lines among the parent com- 
panies in conformity with this table, which in terms 
reflects the correct shares of each of the companies. 
The only column to which I might draw attention is 
the last column. There were certain companies out- 
•side the four gi'oupis which were interested in “ J ” 
joint lines. The figures applicable to them are, of 
course, eliminated from this altogether, a sum of 
£3,051 disappears from your consideration altogether, 
as it was the share of companies — the Metropolitan 
and Great Central Joint Committee and the White- 
chapel and Bow Joint Committee — which are not 
within its purview at all. The remaining figure has 
been allocated among the companies and consequentlj' 
incorporated in the first document which I handed in. 
This is merely a subsidiary document for the purpose 
of supporting the compilation of the first document. 

Mr. J epson : I think as regards the Metropolitan 
and Great Central Joint Committee, apparently the 
Great Central’s share is brought into the revenue. 

Mr. Macmillan : They have their own share of it 
and that is properly brought in. The share that falls 
outside is excluded, and similarly with I'egard to the 
Whitechapel and Bow Joint Committee. 

Mr. J epson : Quite so. 

Mr. Macmillan : £3,559 alone comes into this first 
document. 

Mr. Jepson: And these allocated figures, so far as 
the four groups are concerned, are embodied in the 
main statement.? 

Mr. Macmillan : Thej' are. This is not a separate 
table; this is merely explanatorj’ of the methods of 
allocation of the J ’ joint lines Avhich were given 
in gross b^^ the Minister. Ihey had to be allocated 
as they have now been allocated. Therefore, as I 
have siiid, we have the satisfaction this morning of 
giving you the completed figures for paragraphia), 
of which we may now' take leave. 

Wo then pass to paragraph (b), which is the para- 
graph around which the greater part of the contro- 
versy has centred. As regards the capital expendi- 
ture which had to be ascertained under paragraph 
(b), before you considered the question of what 
capital had been luised or provided in respect of that 
expenditure, and also before 3 'ou had to consider what 
allowance should be made in respect of capital raised 
or provided in respect of that expenditure, it was 
necessary, .of course, to arrive at the capital expen- 



diture itself, and the amount of the capital expendi- 
ture, or expenditure on capital account, incurred 
since the 1st da>' of J aiiuary, 1913, not included in 
(u) was the subject of agreement between the railway 
companies and the Traders’ Co-ordinating Committee 
which was reported to the Court on the 27th April. 
That agreement was to the effect that the com- 
panies’ figures in their Schedule “ D,” as amended 
— Schedule ” D ” being the schedule in which the 
details of this item are given, with the compaiiie's’ 
figures in their respective Schedules ’’ I) ” — were to 
be accepted subject to anj' modifications which might 
be necessary in consequence of the report of the 
Minister of Transport then in preparation ; and sub- 
ject, therefore, to an overhead deduction of £2,U00,00U 
which, as j'ou may remember, w'as agreed in respcci 
of items (b) and (c) to be allocated at the option oi the 
lailwav' companies. So that the position was this, 
that the agreement betw'een the companies and tlio 
'traders' Co-ordinating Committee w'as tJiat tlic 
amended Schedule ‘‘ D " figures of the four com- 
liaiiies were to be accepted, subject to such modifica- 
tion as might be found to be necessary in consequence 
of the points to which the Minister of Transpori 
might draw' attention in his report w'hich was tiieii 
awaited. 

•Then these figui-es in Schedule “ D' ” if, or as modi- 
fied in consequence of the Minister's report were to bo 
the subject of a further overhead deduction shared 
with (c). Thereafter the Minister of Transport's 
rejiort was received and laid before the Tribunal and 
the parties. On the last occasion when the Court met 
I endeavoured to expound the various points to which 
the Minister drew attention, and I indicated to the 
Court the modifications which the railway companies 
proposed to make on their Schedule “ D ’ (Amended) 
figures, subject, of course, to the Tribunal’s approval 
in consequence of the Minister’s report, and tried to 
give effect to the points to which he drew attention. 

My learned friend, Mr. Merriman, who then 
appeared on behalf of the Traders’ Co-ordinating Com- 
mittee, rather demurred to these matters being gone 
into on the last occasion, on the grounds that he was 
not fully prepared to cross-examine upon the point, 
and on the further ground that he had been led to 
believe by us that these topics would not be gone into 
on that occasion; but you were good enough. Sir, to 
leave the position on this footing, with your approval 
that he should have an opportunity of considering the 
exposition of the figures given and the evidence which 
Mr. Quirey gave in support of the exposition, and 
announce to you w'hether or not on such consideration 
he found it necessary to cross-examine. ' Within a day 
or two of our last meeting we received an intimation 
from Mr. Merriman’s clients to the effect that on con- 
sideration they had no observations to make and did 
not desire to cross-examine Mr. Quirey. Therefore we 
may take it that the proposals made by the railway 
companies on the 25th May, designed to give effect to 
the Minister of Transport’s report, are not objected 
to by the Traders’ Co-ordinating Committee, and are 
therefore now before j'ou for your consideration. 

I should formally move the Tribunal to approve of 
the methods which the railway companies then pro- 
posed for dealing with the various points raised on the 
Minister of Transport’s report. As you may remem- 
ber, Sir, I went through each one of them in detail 
and explained what we proposed to do on each one of 
them in order to meet the Minister’s views, and 
invited my friend, Mr. Hurcomb, at each stage as we 
passed from topic to topic to express his view upon 
them, not from the point of view of inviting his 
approval, because that is a matter for the Court, but 
rather from the point of view of inviing him to make 
any observations which, from the public point of view, 
the Minister’s iioint of view, he thought fit to make. 
You may recall that ive have now on our note a com- 
plete account of that whole matter. The result is that 
our proposals for dealing w'ith the Minister of Trans- 
port’s poinffs are really unoppo.sed, and I should there- 
fore formally move that the Court should authorise 
the railway companies to give effect to their proposals 
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.n the ascertainment of their figures for paragraph 
(ft). In anticipation of the Court being pleased to do 
•so, we have prepared a statement which deals with 
Item No.. 4 — that is to say, paragraph (6) of Section 
58 (1), and that is now handed in. (Table handed to 
the Tribunal.) 

This table is headed “No. 4 (R.T.2o, 3a, 4a, 6a) ”, 
and it is also dated the 8th June, 1925. This table 
Sir, gives effect to all the proposals which the railway 
companies made on the 25th May to meet the points 
on the Minister of Transport’s report. So far as our 
position vis-a^vis the Traders’ Coordinating Commit- 
tee is concerned, We had agreed our Schedule “ D ” 
(amended) figures subject to giving effect to the 
Minister of Transport’s points. This table gives effect 
to the methods which we propose to meet the 
Minister’s points as I explained them last time, and 
we therefore roach figures to which we may in terms 
apply the total deduction of £2,000,000. We were 
still, as you may remember, awaiting the ascertain- 
ment of that figure, because the railway comiDanies 
could not allocate their £2,000,000 until we had com- 
partment (b) accurately ascertained. What we were 
awaiting was the Minister’s comment on our Schedule 
“ D ” figures which were otherwise acceptable. On 
these figures we have now had the Minister’s com- 
ments, and we in this table give effect to our pro- 
posals to meet all those points in the manner which I 
ventm'ed to set out at our last meeting. 

You will see in each compartment the figures which 
I mentioned last time. They are all incorporated 
and we get, therefore, the capital expenditure to 31st 
December, 1923, for the purpose of paragraph (b) of 
the four amalgamated companies. 

The Court will, of course, always bear in mind 
that in paragraph (b) we have arrested our progress 
at 31st December, 1923, and as regards capital raised 
or provided after that date we shall have to have a 
supplementary statement ; but down to the 31st 
December, 1923, the table now before the Court gives 
our amended Schedule “ D ” figures, with the conse- 
rpiential alterations necessary to meet the Minister 
of Transport’s report. 

I do not think it will he necessary to go through 
them all again in detail, hut if you look at each com- 
partment you will recognise the items with which 
I am afraid I dealt at too great a length last time. 
If you take the London and North Eastern Railway 
Company, you will see there are certain additions 
w'hich I explained. The figures are figures which I 
set out last time, and there are certain deductions. 
You will notice, for example, there is a deduction in 
respect of the Brackenhill Light Railway and We.st 
Dunston Staiths, which we had reluctantly to forego 
for the reasons which I gave. The ultimate result 
is to bring out in the case of the London and North 
Eastern Railway Company a figure of £2,993,942. in 
their case an increase over their Schedule “ D ” 
(amended) figure, because they had omitted 
expenditure on works costing less than £25,000 
brought into use prior to' 1913 and not included in 
their original Schedule “ D ” (amended). 

There is a relatively small item for the Metropoli- 
tan and Great Central Watford Extension Line : 
consequently the figure for the London and North 
Eastern Railway Company, after giving effect to the 
adjustments comseouent upon the Minister’s report, 
now stands at £2,993,942. 

In the case of the London, Midland and Scottish 
Railway Company the figure is uow £3,940,146 ; in the 
case of the Great W^estern Railway Company it is 
now £5,685,846; and in the case of the Southern Rail- 
way Company it is now £651,352. 

The only items which it is desirable, perhaps, to say 
a word about are two items in the London, Midland 
and Scottish Railway Company’s compartment and 
the Southern Railway Company’s compartment. You 
will notice in the second last column on the right- 
hand side an item of £25,000, amount transferred 
from capital account at date of yesting in respect of 
investments. Similarly, in the case of the Southern 
B.aihv.ay Company there is an item of £92,021 simi- 
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larly titled. These are the cases which I explained 
last time of investments which had been transferred 
from capital account but had not yet been realised. 
Attention was drawn to the matter by the Minitser 
of Transport, and we thought it was desirable to 
make an end of that matter at once rather than to 
have it left over for consideration as and when these 
investments might be realised in the future. We 
have therefore invited you to .authorise us here and 
now to deduct the amount of these two groups of 
investments, £25,000 London, Midland and Scottish 
Railway Company, and £92,021 Southern Railway 
Company, although they are not yet realised, .and 
thus to wipe out that item from all future con- 
sideration. 

We have a document which gives the details of 
those investments, but it merely sets out in tabular 
form what I have explained before. {Document 
handed to Tribunal.) These are the details of these 
investments. I explained them very fully last time, 
but in order that you may have the material before 
you we have had that tabular note prepared. 

Mr. J epson : This was to make an end of all those 
capital investments which were transferred from 
capital account. These figures which you put before 
us in the statement now do not include the capital 
til at was transferred to the investment accounts and 
the investments subsequently sold, or already sold. 
They are dealt ivith by a deduction from the capital 
account already in tQie previous figures, I suppo.se ? 

Mr. Macmillan : That is so, when these figures were 
really before you. These are two separate item,s of in- 
vestments transferred from capital account to general 
balance, I think it is, but not yet re.alised. 

Mr. Jepson-. I see. I see this says, “ but not yet 
realised.” They are in this second .statement, hut 
they are not in the first. 

Mr. Macmillan : Yes, I see. 

Mr. J epson : It came across my mind as to whether 
it was the total ,sum. 

Mr. Macmillan : This is really the paper in aid of 
the first paper and to explain these two items. So 
that if you take the two together I think you have 
that quite clear. 

Mr. Jepson: If you put on the Item No. 4 .state- 
ment against those two items that the London Mid- 
land and Scottish Railway Company and the 
Southern Railway Company have not yet realised it 
makes them both accord. 

Mr. Macmillan : Yes. 

Mr. Jepson : There is one other point I have in my 
mind. Under the Great Western Railway Company 
you have a similar entry of £139,000 transferred from 
capital account at date of vesting in respect of 
investments. 

Mr. Macmillan : Already realised. The distinction 
between the two things is dealt with. They are not 
realised in contrast with the realised investments. 
Again, it may be interesting just to cast a glance back 
from this presentation of onr figures to where we 
stood originally. In the first large book of 
figures which we put forward in folio 1 we did not 
give the capital expenditure, you may remember, hut 
claimed a percentage upon the capital expenditure, 
and therefore for the capital expenditure of eacli of 
the companies to comp.are it with the other figure you 
have to go to the total of Schedule “ D ” for each, 
company. If you have the large volume in your hands 
and look at Schedule “ D ” wh.ere the particulars .are 
given of the items for paragraph (6) you will find 
that the total figure under Schedule “ D ” on- folio 
22, London and North Eastern Railway Company, is 
£3,188,106. There ^ wa.s an intermediate amended 
Sch.edule “ D” put in giving effect to alterations up 
to this date, which we need not now refer to. 

Coming to the figure in the document which has 
been handed in, you find that Schedule “ D ” now 
stands at £2.993,942. Going through the other com- 
panies’ figiires—if it is of interest te the Tribunal 
inst to see what has been the result of our l.ahoiirs— 
the London, Midland and Scottish Railway Com- 
pany’s Schedule “ D” as originally proposed con- 
tained a ca, vital figure of .£3,9.59,131. .It now stand, s 
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at £3,940,146. The Great Western Railway Company 
originally claimed under Schedule “ D ’’ capital 
expenditure to the extent of £5,763,180, and the 
figure now ascertained is £5,685,846. The Southern 
Railway Company in their original Schedule “ D ” 
claimed for capiital expenditure amounting to 
£792,050. The figure contained in the table just 
handed in as the final ascertained figure is £651,352. 
The z’esult is that for the four railway companies the 
sum of their capital expenditures clauned in their 
Schedules “ D ” amounted to £13,702,626. 

In consequence of the observations of the Minister 
and various concessions and adjustments made in the 
course of the discussion of our Schedules “ D,” the 
result is that we put forward this morning in the 
table just handed in a total capital expenditure for 
the four railway companies to the 31st December, 
1923, qualified for admission to paragraph (6) of 
£13,271,286. That, of course, is all subject lo the 
overhead deduction which I will be dealing with 
shortly. 

It may be of interest to note in passing that the 
result of the scrutiny of the contents of paragraph 
(5) as originally apprehended has been a net reduc- 
tion on the original Schedules “ D for the whol.e 
four railway companies of £431,240. That represents 
the practical outcome of our labours in criticising and 
adjusting these figures with the assistance of the 
Minister. 

These figures, of course, are still subject to your- 
approval. They are put forward this morning 
accompanied by my formal motion that you should 
approve of the method which we have taken of deal- 
ing with the points of the Minister of Transport 
which I set out last time when we met, and w'hich 
is given effect to in this table. But, of course, th.at 
is all provisional upon your approving of the methods 
which we have adopted for dealing with the 
Minister’s points, because we have assumed, perhaps 
temerariously in advance, that these methods met 
with your approval and have shown you the result. 

If you are pleased to approve of the way in which 
we have dealt with the Minister’s points, then these 
four figures here will be the four figures of capital 
expenditui’e, as to which you would have to consider 
whether capital had been raised or provided, and 
then the allowance to be made in respect of capita] 
raised or provided for such capital expenditure. Of 
course, you will recall that the agreement betw^een 
the Companies and the Traders embodied a term that 
the allowance to be made should be the actual cost 
of raising the capital. The question of the require- 
ment that capital had been raised or provided was 
iUso fully discussed before you last time, and you, 1 
understand, expressed your approval of the methods 
wiiich had been adopted and were prepared to decide 
that capital raised or provided in the methods in 
which this capital had heen i-aised or provided satis- 
fied the statutory requirement; then the agreement 
applies and the amount to be allowed represents the 
actual cost of raising that capital raised or provided 
to meet this expenditure, subject of course always to 
the deduction which will have to be made, and which 
I sliall announce in a moment. 

Therefore, this table requires still the imprimatur 
of your approval upon the methods which we have 
applied in giving efl’ect to the Minister’s report. 

President : Have you any observations to make, 
Mr. HurcoinbF 

Mr. llurcomb : The reconciliation statement as 

now amended and revised, and dated yesterday, has 
been examined by the Ministry, and it might be con- 
venient if I were to state very briefly the way in 
which the points raised in the Minister’s Report 
have been dealt with. 

Mr. MacmiUun : It would be very convenient. 

Mr. llu.rc.omJ) : With regard to the expenditure 

since the 1st .lanuary, 1913, in re.speet of works of 
loss than £25,000, brought into use prior to the 
1st January, 1913 
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Mr. Maomillan : May I just interrupt for one 

moment? Are you dealing with the reconciliation 
statement? I wanted to postpone that. 

Mr. Murcoinb ; I was going to confine myself to 
the statement on the (b) claim. 

Mr. MaomiUan ; The reconciliation statement 
comes a little later in my programme. 

Mr. Rurcomb : I quite appreciate that. All com- 
panies have now included such expenditure in their 
claims under paragraph (?>) ; the figures are agreed 
as figures by the Ministry ; hut the question 
whether such expenditure is admissible under 
paragraph (b) awaits the Tribunal’s decision, as 
Mr. Macmillan has just said. 

The Tribunal will observe that the London, Mid- 
land and Scottish Railway have deducted fi'om 
their claim the sum of £17,326 in respect of works 
brought into use prior to 1913 costing over 
£25,000, to which attention was drawn in the Appen- 
dix to the Minister’s Report. 

M'^ith regard to land and property transferred 
from above to below the line no adjustments have 
been made under this head, and it is for the Tribunal 
to decide whether they require credit to be given 
in the claims for remuneration of capital, or will 
approve the companies’ proposal to adjust the 1913 
net revenue. If the Tribunal takes the view that 
the companies are not required to abate their claim 
for I'emuneration of capital, but accept the offer 
of an adjustment on grounds of equity in the net 
revenue of 1913, the Minister takes no exception to 
the way in which it is proposed to make that 
adjustment. 

Credit has now been given for all investments 
transfeiTed to the balance sheet whether realised 
or not, but the point as to other items transferred to 
the balance sheet from the capital account, horses, 
vehicles and leasehold property, are the main items 
at any rate of that kind to which reference was made 
by Mr. Quirey in his evidence, and that point 
remains. It is for the Tribunal to decide whether 
credit should be given now in the period when the 
transfer from capital account took place, or whether 
these items should be brought up for reconsideration 
on subsequent review. 

Those are three of the main points of principle 
which arose on the Minister’s Report. All the points 
of detail to which the Minister drew attention have 
been adjusted on the lines indicated in the Report, 
and proposed on behalf of the Companies through 
Mr. Maomillan on the eighteenth day of the proceed- 
ings. 

As regards Fishguard and Rosslare, the expendi- 
ture is now included in the Great M’^estern Company’s 
claim under paragraph (a), and a duplication, to 
which reference was made last time, of £28,000 has 
been adjusted in the claim under paragraph (b). I 
am, therefore, subject to the Tribunal’s decision on 
the points of principle, and their acceptance of the 
detailed adjustments which the Companies have 
offered to make, in a position on behalf of the Minis- 
ter to agree all the figures in this Statement as 
figures. 

Mr. Macmillan : Then the next stage. Sir, is to 
ascertain the contents of paragraph (c). 

Mr. Locket: Before we part from (h) when will be 
an appropriate time for us to consider the allowance 
to be made in respect of capital expenditure sub- 
sequent to the 31st December, 1923; that will have 
to be done before we can go into the question of 
charges, of course. 

Mr. Macmillan : Yes. That matter, of course, will 
have to be dealt with in close proximity to the time 
when you are fixing the charges finally, and the 
nearer we can bring the two dates coincident the 
better, but I do not anticipate with regard to these 
more recent matters of expenditure of ca,pital raised 
for such expenditure that there will be much difiiculty. 
Of course, it is all very recent history, and the 
material will be all available. It will be a relatively 
small matter, but wo have got to keep that account 
open to the nearest date to fixation that we can so 
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that we shall be able on the eye of fixation to give you 
the necessary figures there. 

Mr. Locket : It is not likely to be a very controver- 
sial figure; it will be a matter of record practically. 

Mr. Macmillan,: I think largely it wiU. I am not 
in a position to say just now whether any question 
will arise, because so far as Counsel are concerned we 
are not instructed on it yet, but I cannot conceive 
that there could be any very great difficulty over that, 
seeing that we have overcome vei'y much larger diffi- 
culties and more complicated matters. 

I am just trying to carry the Court with me on each 
of these tables and trying to keep the matter, if I 
may say so, in order. We have next to get the con- 
tents of paragraph (c) in order that we may next 
announce to you the deduction that we propose to 
give of £2,000,000 distributed between (b) and (c). 
The (b) figures will he those figures if you are good 
enough to approve of the method on which we proceed. 
The (o) figures are easily got, because in the terms 
of the agreement intimated on the 27th April to the 
Court it was agreed between the companies and the 
'I'raders’ Co-ordinating Committee that the figures 
given in the railway companies’ original claims in 
li.T.2«, R.T..3o, R.T.4a, and R.T.So under this head 
should he taken as the figures less one-third ; so you 
just take two-thirds of each of the totals under this 
item in the original claims. You get in that way the 
contents of (c). and on one-third being taken off — it 
was a term of the settlement that 33J- per cent, should 
be taken — in tlvit way you get the figure for para- 
graph (c). 

President : Perhaps I did not qxtite follow, but do 
yon say that you are reading this one-third distribut- 
ably over every item in the Schedule, or only on the 
total ? 

Mr. M acmilkm : On the total only, and upon that 
matter, you will recall, yon indicated that it was de- 
sirable that some evidence should he led, and we are 
going to do so later to-day. 

President : It is only for the purpose of getting it 
clear ; I quite understand now. 

Mr. Macmillan : That is quite so, and we shall 

shortly give yon evidence upon that matter; but for 
the moment I am anxious to get the figures for (b) 
axid (c) to which we in turn apply at our discretion — 
because that is a term of the settlement — ^the over- 
head deduction of £2,000,000. Before I tell you about 
that I may just pass to the economies I think which 
you have just dealt with in your judgment, and that, 
I think, is now fixed also fortunately, I beg your 
pardon; I made a mistake about (c). I imported the 
3.3^ into (c) but that is. of course, the economies. I 
am sorry I made a mistake about that for the moment. 
The contents of (c), of course, are not affected by the 
33J at all. The contents of (c) are the Railway Com- 
panies’ original figures, less one-third. Wlien you 
come to the proviso which you have just dealt with in 
your judgment that has now been finally fixed. 

President : Assuming that there was a sucoe.ssful 
appeal against the Judgment just delivered, I take 
it that the whole matter would be again at large, 
would it not? Suppose Mr. Cripps succeeded in show- 
ing that it was only that they were additions of the 
standard, how woitld your agreement stand? 

Mr. Macmillan : The economy settlement would be 
at large, but not the settlement on (b) and (c). 

President: No ; I was only dealing with the econo- 
mies, because I thought you said it was an absolutely 
ascertained figure now. 

Mr. Macmillan : I meant so far as the state of the 
law is at the moment, and of course if Mr. Cripps’ 
clients were advised to carry the matter further and 
a different view were taken of the law 

Presiderd : It might be £800,000 or £1,000,000. 

Mr. Macmillan: Yes, but the two settlements that 
were, effected relating to fb) and (c) and the settle- 
ment relating to the proviso are distinct settlements 
which do not stand or fall together. 

President: No. 



Mr. Macmillan: Therefore, any challenge by Mr. 
Cripps’ clients relating to thel proviso would leave 
in effect the settlement under (b) and (c). 

I have now, therefore, placed before you, I think, 
with precision the precise position of each of the five 
factors which go to make up the standard revenue 
as they stand before you just now, and the survey 
of them will, I think, satisfy the Court that we are 
now very near the completion of those figures. 
Almost all the controversial matter has been removed; 

Now I revert to (b) and (c), and I shall assume 
for the moment that I have the approval of the 
Tribunal to the figures for (b) and (c) as in fact put 
forward. I shall assume that the Tribunal agree, as 
indeed I think the Tribunal have agreed, that para- 
graph (c) should be as stated, subject to hearing the 
evidence, of course, in support of the settlement ; 
but assuming that that settlement goes through, we 
then have to deal with the £2,000,000 point. The 
companies have divided up the £2,000,000 as follows : 
they first divide it among the four comioanies, and the 
London and North Eastern Company are to make a 
total deduction of £730,000, the London, Midland and 
Scottish Company a total deduction of £780,000, the 
Great Western Company £330,000, and the Southern 
Company £160,000; these four totalling up to 
£2,000,000. Under paragraph (b) the London and 
North Eastern Company proposes to allocate 
£381,266, and the balance of their £730,000, namely, 
£348,744, they propose to allocate to paragraph (c) 
but in allocating that to paragraph (c) the 
method, you remember, is to take 5 per cent, 
upon it, so that they will deduct 5 per cent, upon 
£348,744 from the paragraph (c) figure. The London, 
Midland and Scottish Company will allocate to (b) a 
capital sum of £111,360, and will deduct 5 per cent, 
of £668,640 from (c). The Great Western Company 
will apply the whole of their deduction to (c), and 
will accordingly deduct from their figure in (c) 5 per 
cent, upon £330,000. The Southern Company will 
deduct £47,496 from (b) and will deduct from (c) 5 
per cent, on the balance of their share, namelv, 
£112,504. 

Now we have a document this mornmg which 
shows these figures. This document is entitleci ; 
“ Item No. 5 R.T.2a, R.T.3a, R.T.4a, R.T.Sa,” 
and is dated the 8th June, 1925. (Document handed 
in ; see Appendix.) Looking at the first compartment 
you will see the first thing to be done is to take the 
figure for each company under this item in the 
original R.T.2a, R.T.3a, R.T.4a and R.T.5a, then to 
deduct one-third, being the agreed deduction, and 
then to deduct a further sum which represents 5 pei*' 
cent, upon the proportion of the share of £2,000,000, 
which each company has allocated to (c). There yoxi 
will recognise in £17,437 5 per cent, upon £348,744, 
being that proportion of the £730,000 of the London 
and North Eastern Company’s share of the 
£2,000,000, which they allocated to (c) ; similarly, the 
£33,432 London, Midland and Scottish Company; 
£16,500 the Great Western Company; and £6,625 the 
Southern Company. In each case it represents 5 per 
cent, on that Company’s proportion of its share of 
the £2,000,000, deductions being made accordingly, 
and you reach the allowance as amended in the case 
of each of those companies for paragraph (c). 

The details of the further deduction are give.n in 
the lower compartment of the table. You see there 
the distribution of the £2,000,000 into the four sums 
I mentioned a moment ago. You see next the pro- 
portions which have, by three of the Companies, been 
carried to the credit of (b), and you see the result, 
being the balance taken to paragraph (c), and then 
5 per cent, upon it, gives you the figure deducted in 
the upper compartment of the table. 'Phat shows you 
how the Companies have dealt with their overhead 
deduction of £2,000,000, which was entirely at their 
own disposal, and at their own discretion. We will 
be able, if this again is approved of course, to com- 
plete this total of items by making the deductions 
which you have made from the capital sums. I inti- 
mated to you when I handed this table that it was all 
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still subject to the treatment of the £2,000,000. In 
order to get your final figure for paragraph (b) you 
would accordingly have to take off in the case of three 
of the companies the amounts they have allocated 
under paragraph (b). 

Mr. Jepson: This allocation by these three com- 
panies of a portion of the £2,000,000 under (b) seems 
to be in respect of loss of steamboats. 

Mr. Macmillan : I am just going to explain it, if 
you please. I desire now to make a short explana- 
tion as to the reasons which have actuated the rail- 
wa.y companies in distributing as they have done their 
£2,000,000, and I preface my explanation bj'’ saying 
that they had an entirely free hand as to how they 
were to do it. We had in view in making these three 
deductions in the case of those three companies of 
those sums the criticisms of my learned friend Mr. 
Cripps on behalf of the London County Council. Mr. 
Cripps for the London County Council told us that he 
had three points, as to which he was concerned, and 
at page 410 these are summarised at tlie foot of the 
left-hand column as follows: “Now, those are the 

only three points w'hich I have to put before yoir ; 
Firstly, as regards adequate remuneration on invest- 
ments in other companies which are not J. Joint 
Lines, and wdiich are not one of the amalgamated 
companies themselves; secondly, as regards the 24 - 
million pounds received from steamboats ; and, 
thirdl.y, as regards shares which have become shares 
in the amalgamated undertaking itself, and which 
have been removed from capital to open account.” 
As regards these three points to which Mr. Cripps 
di-ew attention, the first and the third are already 
disposed of in the account as amended. The second 
point with regard to the steamboats I propose to say 
something upon at this stage. Now", would you be 
good enough just to take along ivith tliat Mr. Cripps’ 
further observation on page 421, about three-quarters 
of the way down the left-hand column. There Mr. 
Cripps, after referring to the regret I had expressed 
that he had not seen the terms of settlement earlier, 
goes on to say: “ I am instructed to say that, pro- 
A'ided the Tribunal is satisfied that the three ques- 
tions, which w"ero raised bj' my clients at the last 
sitting, and which then Mr. Clauson, on behalf of 
the I'ailway companies, said he was .going to bring 
evidence to meet, have been dealt w"ith in the settle- 
ment, then my clients do not wish to saj' anything 
fui'ther, except this only, that of course they do not 
deem themselves to be bound by any of the terms of 
this agreement not to reopen matters in the future or 
an.vthing of that sort. (Mr. Macmillan ) : That is not 
®i'gg6sted.” Therefore, these three matters were the 
matters w"ith which Mr. Cripps was specially con- 
cerned. 

I think it might be useful if on this topic of steam- 
boats -I just >said a word of explanation of the method 
in which we have gone about the business. The facts 
are very simple. Some of the companies’ steamers 
ivere lost during the War. These steamers appear in 
the capital accounts of the companies which ow"n them 
at their original cost ijrice. Comi^ensation was re- 
ceived t'j’om the Government in respect of those 
steamers lost by enemy action. The Companies con- 
cerned have replaced some of the .steamers by new' 
steamers, but others have not been replaced. As re- 
gards the steamers which have not been replaced, 
there appears to be no room for any question because 
the original cost of such steamers lost and not re- 
placed w'as eliminated from the capital account under 
(t), and tlieiefore there is nothing representing those 
steamers lost and not replaced. So far as the com- 
pensation for those steamers received from the 
Government is concerned, it stands in the accounts 
as reserve, and the i-evenue earned by it there re- 
dounds to the benefit of the trader in the shape of 
other sources of revenue. There is no capital charge 
foi a steamer lost and not replaced, because the item 
which represented that steamer has been eliminated 
fiom the capital accounts; it does not figure in our 
mean sum at all. Therefore, as regards steamers lost 



but not replaced, T conceive that no question can 
arise. 

The only point where some legitimate question 
might arise is in the case of steamers lost but re- 
placed, and of course the replacement, where replace- 
ment has taken place, has naturally been at a 
much higher cost than the original cost. Where the 
steamer has been replaced, the cost of replacing it 
has been carried to capital account, less in the case 
of the London, Midland and Scottish, some part of 
the Government compensation. I am not going into 
the detail, because there are certain niceties about 
these matters of adjustment which are not really 
germane to the general consideration ; but gener- 
ally you may take it that the cost of replacing, that is 
to say, the cost of building a new ship to take the 
place of a ship that was lost, has been carried to 
capital account. That is, of course, in accordance 
W'ith the ordinary- practice of shipping companies; it 
is the ordinary accountancy practice. The original 
cost of the replaced vessels has been already elimin- 
ated, and in the case of the London, Midland and 
Scottish, not only the original cost, that is to say, 
of the steamer, that was lost, but also something in 
addition, I suppose something to do with their de- 
preciation fund or for some other reason, W'as also 
taken out of capital account W'hen the vessel W'as lost 
and compensation received. 

In order to eliminate from (b) sums representing 
the increased cost of the replaced boats, the Com- 
panies proposed to assume that the re*placing vessels 
cost twice as much as the vessels replaced originally 
cost; that is to say, supposing a vessel, if I may put 
a figure, cost £100,000 pre-war, and was lost ; 
£100,000 being her original cost, the book value which 
stood debited to capital account was eliminated. 
When a new vessel is built to take the place of that 
vessel which was lost, assuming that it cost 
£200,000, £100,000 of that £200,000 wms perfectly 
properly repaid as a debit to capital account, 
because we have eliminated the first £100,000, and 
therefore if we are putting a steamer back again, 
there is an asset representing that, and the £100,000 
would be a mere repetition of the previous entry, 
but inasmuch as the vessel has notionally cost twice 
as much as the original vessel cost, we think it 
proper, in order that there should not appear in the 
capital account the increased cost of replacing at the 
higher price the vessel that was lost, to deduct the 
original cost over again. In short, we pi'opose to 
deduct in the case I figure another £100,000. The 
net result of that would be to leave the capital 
position unaffected, beca.v^e we would have a new 
vessel which had cost us £200,000, and the amount 
of the debit against her. would be simply the £100,000, 
which was the original cost of the vessel that was lost. 

That is the method in which we have approached 
this matter,^ and it seems a pretty fair overhead 
way of doing so. Of course, the vessels, in 
so far as they were replaced, were replaced 
at different times. The increased cost over 

7:>re-war cost varied ; it is pi’obably less than 
100 per cent, at the present moment; it was prob- 
ably more than 100 per cent, in 1921 ; and therefore 
you have to look at the thing rather in a large 
way. We propose for the purpose of recognising the 
desii ability of eliminating from capital account on 
broad lines the amount of the increased cost of the 
replacing vessel just to take out twice the cost of 
the original vessel. I do not put that forward as in 
any way a precise method of dealing with the matter, 
but I tliink it will commend itself as a fair method 
overhead of dealing with the matter. 

The result is this, that having £2,000,000, which 
we had to deduct from our figures for paragraph (h) 
and our figures for paragraph (c), we have chosen to 
exercise_ our discretion in the case of the three 
companies affected by making deductions from (h) 
which a,re arrived at upon that principle, and which 
are designed to meet the jioint taken by Mr. Cripps 
that the additional cost of replacement ought to be 
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(.leducted from (b), and that he objects to (b) con- 
taining the increased cost of replacement. That is 
the nearest waj^ in whicli we can get at it, and 
represents a fair average result. The consequences is 
that we are taking from (b) a total of £540,112, 
being the total of those figures which is arrived at 
on that method, and which is intended to bo the 
reward which Mr. Oripps craves for what he was 
himself pleased to call his pertinacity, but what we 
only recognise as zeal. 

That is the proposal we make, and that is how the 
sum of £540,000 odd has been arrived at. We think 
that that repi'esents a fair elimination of the items 
which gave anxiety to Mr. Cripps. 

Mr. J epson : Tliat is only for the purposes of this 
statement (b) ; it does not interfere in the capital 
account of the company, I suppose according to their 
books? 

Mr. Macmillan : No. 

Mr. .7 epson: Or is it considered policy to adopt the 
same principle as regards the capital of the company 
and write off the difference out of depreciation? 

Mr. Macmillan : If I may say so, we are not really 
affecting the company’s books or the company’s policy 
even at all. It is merely a method of meeting a 
criticism which had some reasonable foundation for 
the purpose of the ascertainment of the standard 
revenue. 

Mr. J epson: And I do not know that it concerns 
the Tribunal how the companies deal with it in the 
capital account in their books. 

Mr. Macmillan : I think not, and I should not like 
for a moment to say that the company was committed 
to any policy about this matter at all. It is merely 
a recognition of a criticism an'u it is an effort to 
meet a criticism which has been made, and we ven- 
ture to think a generous and adequate method of 
meeting that criticism. That is how wo propose to 
meet the second of Mr. Cripps’ points, the first and 
third having been already met. 

Mr. fjocket : You have met it to the extent of 
£540,000, but, if I recollect rightly, Mr. Cripps 
pointed out that the sum in question amounted to 
£2,-500,000. 

Mr. Macmillan : His figure varied at different 
times ; it was at one time £2,500,000, and at another 
time £2,000,000, and I do not quite know what his 
actual figure is. 

Mr . Stafford Cripps : I do not think it varied un- 
less it is a misprint; it was the £2,500,000 figure 
which appeared iu the Colwyn Report. The figure 
I gave quite clearly at page 409; there was a criti- 
cism of this £2,500,000, and it was simply the figure 
I took out of that Report as being the sum which 
the Admiralty paid for these steamers. 

Mr. Macmillan : You are perfectly right that that 
was the sum there, but you are for the moment over- 
looking the circumstance that a number of these 
vessels have not been replaced. You have to take 
first from the £2,500,000 the vessels not replaced, and 
the compensation money is in the coffers of the com- 
jjany and is yielding revenue which comes in under 
other sources of revenue. We have to discriminate 
between vessels replaced and not replaced. 

j¥r. Locket: Your suggestion is that this £540,000 
represents the amount of the £2,600,000 which is not 
otherwise accounted for? 

Mr. Macmillan : Ft is not precisely. 

Mr. Locket : Approximately. 

Mr. Macmillan : It is intended to represent the 
increased cost of replacing vessels, and that is, I 
think I may call it, the operating point of the 
criticism. 

Mr. 7 epson: You could not tell us how much of 
the £2,000,000 mentioned by Mr. Oripps in respect 
of vessels which were lost was included in the claim 
originally? — I quite understand that the £540,000 
represents the increased cost of the vessels that were 
included in the claim as having been replaced, htrt 
would it bo a half; would it be £1,000,000? 

Mr. Stafford Cripps : May I just make my position 
clear; I want to assist my learned friend. This was 
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simply a figure, as the Tribunal will remember, that 
I got out of the Colwyn Report. I cross-examined, 
I think it was Mr. Quirey, about it exactly a year- 
ago and asked then that certain details should be 
supplied. I again cross-examined him on the 
23rd March and expressed some disappointment when 
he said he knew nothing about it; still he had not 
made enquiries and knew nothing about what 
had happened. I am still at this moment waiting for 
details of what has happened to the £2,500,000; that 
is my position. It may be that the £540,000 is the 
proper figure, or it may not be so, but at present 
the Tribunal have no details -whatsoever of what 
happened to this £2,600,000 — what steamboats w-ere 
purchased, whether it was put to reserve, or how it 
was dealt with; that I am still waiting for. 

Mr. JjOcket : That is what I had in my mind when 
I put the question. 

Mr. Stafford Cripps : I am much obliged to you. 
Sir. 

Mr. Macmillan -. What I am proposing to do, and 
it may clear up matters, is this : after I have gone 
through all this process of explanation I was going to 
call Mr. Quirey again merely to prove all those 
tables and to say that they give effect to all the 
decisions, and so on, and if there is any point arising 
he could then explain it to the best of his ability 
and an opportunity -will he offered in that way; but 
I thought it would be better to bring forward all 
these tables and prove that they give effect to the 
decisions. At the moment I am only stating them as 
counsel, and I think it would he proper that they 
should be formally proved before you. At that stage 
I hope that any explanations will be given that are 
desired, but for the moment, if I may do so, I was 
wanting to explain how we have set about the matter. 
Whether we are right or not is open to comment, but 
I wanted to explain how we had set about it and 
what our endeavour was to achieve. 

Mr. Stafford Cripps : I think it is fair that I should 
tell my learned friend that I do not admit it is at 
all proper to take this figure, whatever it may be, 
out of the £2,000,000. 

Mr. Macmillan: I was just going to deal with that. 

Mr. Stafford Cripps: I am sure you appreciated 
that. 

Mr. Macmillan: You will be surprised to find how 
alive I am to your point. My very next note is: 
“ Understand Mr. C]-ipps is to contend that these 
sums should first be deducted from (6) and then that 
the £2,000,000 should be taken off,” so I am going 
to do you no injustice. 

The short answer to Mr. Cripps’ contention which 
he proposes is that it would be entirely contrary to 
the settlement effected between the Traders and the 
railway companies. Of course Mr. Cripps is not 
bound by that settlement in any way whatever ; he 
is perfectly entitled to say that he was not a party 
to it, and he does not approve of it, but he desires 
to proceed independently of either of the parties and 
to plough his own furrow. What particular harvest 
he will reap from that furrow I do not know, but 
at any rate he is entitled to plough his lonely furrow 
if he wishes, but for the moment you must, if I may 
respectfully say so, bear in mind what the settlement 
was. The settlement was perfectly distinct as between 
the Traders and the railway companies, and it was 
this : that the companies’ figures in their respective 
Schedules D as amended at that time wei-e to be 
accepted as the figures for paragraph (6) subject only 
to giving effect to any point which the Minister of 
Transport might raise. The Minister of Transport 
raised a series of points; those points have all been 
given effect to ; and the resulting figure theref oi-e 
i.s the figure, so far at any rate as I am concerned 
with the Traders, from which the deduction falls to 
be made. Mr. Cripps says: “Although I am not a 
party to your settlement, and although I am not a 
party to this £2,000,000 deduction, I want the 
£2,000,000 deduction to be made after you have 
given me my point about steamboats, whatever the 
qualification of it, whether it is £540,000, or what- 
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ever; it may be. I want you to give effect to my 
point and then deduct the settlement figure of 
£2,000,000 ” which settlement figure of £2,000,000 was 
agreed upon a different basis altogether. You cannot 
both have your cake and eat it. So far as he is con- 
cerned he is perfectly entitled to say : “I will not 
have in (6) any figure in respect of those items 1 
object to.” My answer to him, perfectly polite I 
hope but perfectly firm, is: “ Well, that item is not 
in (6),” and he is not therefore concerned, because 
bis point has been achieved. 1 say it is true in 
relation to the Traders, after much discussion of 
many topics including this very topic of steamboats, 
which was mooted in the course of the discussion, it 
was agreed that for the purpose of a complete settle- 
ment we should take our Schedule D figures modified 
in one way only, modified, that is to. say, if and so 
tar as it was necessary to modify them in consequence 
of points taken by the Minister of Transport. The 
moment those points were taken by the Minister 
and given effect to there emerged the figure to which 
our £2,000,000 in settlement applies, and we would 
te entirely upset in our whole settlement if it was 
to be said that you are not only to give effect to the 
Minister of Transport’s points but also to give effect 
to Mr. Cripps’ points and then deduct the £2,000,000. 
That was not the settlement arrived at with us. 
Again I say, and I hope quite fairly, that Mr. 
Cripps is not bound by that settlement, but it seems 
an odd thing to pray in aid of a settlement arrived 
at in one set of conditions and then say: “You must 
let me apply that settlement to a different figure 
from that figure which you have reached in another 
set of conditions ” ; that is an attempt to have the 
best of both worlds. 

Mr. Stafford Cripps : May I assure my learned 
friend that that is not the attitude we take up ? 
All my clients are anxious to know is that that 
actual figure for steamboats was taken into con- 
sideration in the settlement by both parties and that 
the Co-ordinating Committee knew quite well that 
there was an allowance of at least £540,000 which 
had to be made on (b) with regard to steamboats. 

Mr. Macmillan : Of course, this is one of the 
matters on which you will have evidence. 

President : I think Mr. Cripps put it very clearly 
on the last occasion ; I have been reading what you 
said, and that is really what you mean. 

Mr. Stafford Cripps : Yes. 

Mr. Macmillan : I am much obliged to my learned 
friend ; we shall bring evidence to show that among 
the controversial topics which were alluded to at the 
settlement, and of course there were many, as you 
can imagine, which were discussed on one side of the 
table and the other, was the very obvious subject of 
the steamboats, which had been very prominently 
brought before us by Mr. Cripps and others. Then 
the settlement that was come to was this : there are a 
lot of topics, and, of course, there is the topic of 
enhancement. The topic of enhancement was natur- 
ally one of large embarrassment to the traders 
because the burden was on them to prove that par- 
ticular expenditure had not enhanced the value of 
the undertaking, and they said: “ Rather than go 
into all the detail on that and all these other 
items will you give us an overhead lump sum 
deduction from your Schedule D figures if and 
as they emerge from the scrutiny of the Ministry 
of Transport? ” There is where we part com- 
pany, and it was on that basis that we agreed 
to the £2,000,000. Therefore my suggestion to 
Mr. Cripps would be this, that after he has heard 
the evidence which we propose to adduce I think he 
will be satisfied that at least this question of steam- 
boats was not overlooked when the settlement was 
effected and that the settlement was one for a deduc- 
tion of £2,000,000 from (b) and (c) after that point 
had bwn fully envisaged as one of the controver- 
sial points proper to be brought into a general settle- 
ment for the very reason that it was controversial. 
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President : It was Mr. Cripijs’ particular point, if 
I recollect aright; I mean he did lay stress upon 
that. 

Mr. Macmillan : He did. 

Presid.ent : And he is entitled to ask now that it 
should be considered in the negotiations. 

Mr. Macmillan : Surely. 

President : I associate the point with him more 
particularly than any other body. 

Mr. Macmillan : Aes, but may I just make this 
observation, while we are adopting in deference to 
that view the proposed deduction of £640,000, that 
is made up, if I may say so, really by way of con- 
cession, because it is a question whether anything 
should be deducted at all. You will appreciate that 
it is quite a good method of book-keeping, and a 
proper method of book-keeping, and I am advised is 
the method that is adopted in shipping companies of 
debiting to capital account the actual cost of their 
replaced vessels ; you write out the old vessel and 
write in the new vessel. Any business man would 
appreciate that that is quite a good and proper way 
of dealing with the matter, and we should there- 
fore have a very strong case to put forward for in- 
cluding in our capital account the whole of the re- 
placed cost, just as I saj', a one-ship company, a 
very ordinary type of company, has for its capital 
the amount it costs to build the ship. If the ship is 
lost they have to build a new ship ; the new ship costs 
twice as much as the old ship which was lost ; aud they 
apply towards the payment of the new ship the 
insurance money that they raise, but their capital is 
doubled; they have to raise additional capital. 
Therefore, in the ordinary commercial world we 
would have had au ample justification for arguing 
with Mr. Cripps that our original method of 
dealing with the matter was perfectlj' correct, 
that is to say, of debiting to capital the whole cost 
of the replacing of the vessel, because that 
was capital outlay represented by an asset of 
that value at the present moment. But rather than 
go into the debatable points that arise upon that — 
because I am far from recognising that there are not 
in railway accounting debatable points upon it — we 
said we would prefer as we had £2,000,000 in hand 
which we were bound to deduct that we would give 
recognition to this steamboat point specifically in 
our allocation, and in that way hope to satisfy the 
criticism that paragraph (6) should not contain 
increased cost of replacement. There is the whole 
story. 

Mr. Jepson: I suppose from what Mr. Cripps said 
jusr now, if the railway companies had said: “ We 
wjli satisfy him by the evidence that we will lead 
directly that this question of the steamboat business 
is one of the questions which was considered when the 
£2,000,000 deduction was arrived at,” and if the rail- 
way companies had said: “Very well, we will take 
£1,000,000 off ”, or “ We ^vill take £200,000 off (b) 
and the remainder off (t) ”, Mr. Cripps would have 
been satisfied. 

Mr. Macmillan: If it had been done in that way, 
1 take it. 

Mr. Jepson: Yes, because he said just now: “ If 
you can satisfy me that in arriving at the £2,000,000 
this question of the steamboats was one of the im- 
portant points taken into consideration I am satis- 
fied.” 

Mr. Macmillan: It would be our duty to endeavour 
to satisfy him. 

Mr. J epson : It was not therefore necessary to ear- 
mark the £540,000 as a deduction from (5) in respect 
of these steamers which had been replaced at very 
much more than their original capital cost. 

Mr. Macmillan : That is quite right, but I thought 
it would be rather satisfactory to put it in that form 
eo as to put it beyond doubt. I quite agree we could 
have allocated this amount at our own option sans 
foQon — without any description at all — simply say- 
ing: “ That is how we propose to do it.” But we 
have chosen to do it in this way, perhaps you may say 
hypersensitively, in order that we may make it abun- 
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dautly plain that in (6) there will not be any sum 
whieh might be cavilled at that is being a debatable 
ingredient, because it represented the increased cost 
of replacement of a lost vessel. We have, therefore, 
wanted to make it plain, and I think it is the more 
candid way to go about it by simply saying that that 
is what we propose to do, and we have taken those 
sums and dealt with them in that vraj' so as to make 
it clear that we have given recognition to that point, 
but we do say tliat that is . to be done as part of our 
£2,000,000 deducion and that you arc not, first of all, 
to take this sum from the content and then to take 
(6) as so diminished and deduct £2,000,000 from the 
paragraph then arrived at. I understand.! have done 
my learned friend, I am afraid, an injustice in sug- 
gesting that he put the point so high as that. It is 
not put so high as that. No doubt, in consequence of 
what he has already put before you, he desires to be 
assured that this point is not oveilooked when the 
£2,000,000 is arrived at, and that it is one of the 
ingredients in the overhead settlement and it will 
be our duty to try and re-assure him. 

Mr. Jepson: There is no attempt on behalf of the 
railway companies or by agreement with the Co-ordi- 
nating Committee to allocate the remainder of the 
£22,000,000 amongst other items in the claim, and 
advisedly that course has not been adopted. 

Mr. MlaemiUan: Advisedly. It would have brought 
about some difficulty which the settlement was de- 
signed to avoid; it would involve exactly the same 
scrutiny. 

Mr. F. G. TliomaiS : For the Co-orciinating Com- 
mittee, of course we take no responsibility for the 
allocation. Under our arrangement we made certain 
general criticisms, and as a result of that a lump 
sum was agreed, and it was left that the railway com- 
panies should allocate it in the way which they con- 
sidered right from their point of view, for which we 
take no re.sponsibilty. 

Mr. Macmllan: Perfectly accurate. That was en- 
tirely our pigeon, if I may say so. 

Then, Sir, the position we have arrived at is this: 
we have to invite this morning your approval of the 
method in which we have disposed of the Minister of 
Transport’s Report in view of the fact that the 
traders have intimated that they do not desire to 
cross-examine upon that matter. We have produced 
the revised totals which give effect in anticipation of 
such a decision to the new content of paragraph (b ) ; 
we have also put in a table completing paragraph (a), 
and you arejn possession now of (h) and (c). You 
have heard the railway companies’ announcement of 
the method in which they propose to deal with the 
£2,000,000 overhead deduction, and although that 
matter was entirelj' in our discretion, as Mr. Thomas ■ 
has pointed out, indeed it was a term of the settle- 
ment that it should be in our discretion whether we 
sliould invite you to accept at our hands that method 
of allocation. 

T hen the last stage is the production by us of a 
new reooncilation statement. Assuming that the 
method of ascertaining the £2,000,000 is approved, 
that is to say, that the deduction of £540,000 odd 
from (6) is to receive effect, which for the moment I 
am treating as if it were provisional, but assuming 
that it was to receive effect, we have available for you 
a new No, 4 table which will show the actual figure 
after giving effect to the deduction. I have that 
here, but of course that depends upon the Tribunal 
being aa,tisfied and Mr. Oripps being satisfied of the 
method in which the steamboats have been dealt with, 
but there is available to you, to save trouble and 
calculation, a final settlement statement of the con- 

(Mr. John Quirey, 

5993. I think that since the Tribunal last met you 
have been engaged in compiling certain tables 
designed to give effect to the concessions which have 
been made by the railway companies in the course of 
the proceedings, and to the decisions of the Tribunal 
as already announced, and in certain cases as antici- 
pated.? — That is so. 



tents of pa.ragraph (b), after giving effect to our 
method of dealing with the £2,UU0,O00, and that can 
be handed in if necessary at the close of the discussion. 

There is one other paper which I have to hand iii 
which is entitled “ J.Q.4 (amended and revised) 
it is the last stags of the reconciliation statement.' 
(Bocwnient handed in; see Appendix.) 

You will recollect that we promised you a final 
revise of the reconciliation statement which is to be 
found at page 400 of the proceedings. Mr. Quirey 
has carried on his task of reconciliation and this gives 
effect to the latest stage of the whole matter, and is, 
I think, the final reconciliation statement; he will 
speak to it and explain it if necessary. 

Then it only remains to remind you that on the 
27th April of this year at page 426 of the proceeding, s 
when the settlement, if I may call it the £2,000,000 
settlement, was arrived at with the traders you were 
placed to say this in the second column ; “ Before 
passing quite away from (c) — ‘ Such allowance as 
appears to the Rates Tribunal to be reasonable in 
respect of Capital Expenditure (not being less than 
twenty-five thousand pounds in the case of any work 
and not being Capital Expenditure included in para- 
graph (a) on works which enhance the value of the 
undertaking ’ — I have suggested that you two should 
produce joint evidence to show that you have investi- 
gated this matter and tender evidence that there is 
in the figures the value of X pounds which enhances 
the value of the undertaking. (Mr. Macmillan.) 
When we have completed the process of allocation I 
was going to call a witness who would tell us how 
the company has chosen to use its right to election 
under the method — how they have done that, and how 
it is worked out in figures, and I propose to ask him 
whether the figures or view have been arr-ived at after 
full and careful survey of all the particulars to which 
attention is directed under the statute, so that assur- 
ance can be given to the Tribunal that nothing has 
been overlooked, either by the railways in putting 
forward their case, or by the traders scrutinising that 
as to all its details. That is the assurance I pro- 
pose to give at some time through the mouth of a 
responsible railway representative.” And we have 
r-eached the stage to-day when we shall do that. 
Therefore, with these opening remarks, I propose to 
do two things, if you approve. First, to ask Mr. 
Quirey, quite shortly, to prove the tables that he has 
put in ; that is, more or les$ formally prove that 
they comply with the decisions of the Tribunal and 
with the concessions of the railway companies; then 
to put in his Reconciliation Statement ; and he will 
be prepared to give explanations upon any points 
upon which explanation is desired. 

Then I will give evidence from one of the negotia- 
tors on the railway side who will tell you how the 
settlement was generally effected and what was in 
the minds of the persons effecting the settlement. 
Then I will bring more specific evidence from each 
company in justification of the figui-e; so that you 
may rest assured, and the general public may rest 
assured, that the figure which is now before you 
for paragraph (c) is amply justified on the facts, 
having regard to the point about enhancement as 
well as to the point of quantum ; and in that way 
to satisfy you from the point of view of each of 
the four companies. When I have done that and 
obtained the view of the Tribunal upon each of those 
sides we shall, I think, have very nearly reached the 
conclusion of our task on the Standard Revenue. 

With the assistance of my friends I will now ask 
Mr. Quirey to give his evidence. 

by Mr. MacmiIiLAn.) 

0,994. Taking, first of all, the document which I 
handed in finst thing this morning — Item 3, dated 
8th June, 1925 — does that show for each railway 
company the capital expenditure as now final l.y ascer- 
tained for the purposes of paragraph (a) of Section 
58 (I) of the Act of 1921 P— Yes. 
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5995. Have you iu that table given ©fleet to the 
concessions made by tlie companies as approved by 
tlie Tribunal? — That is so. 

5996. I think the stages of the matter were that, 
first of all, there was the original Schedule O in 
R.T. 2a, 3a, 4a, and 5a; then there was an inter- 
mediate stage giving effect to certain adjustments, 
with which we are not now concerned as it is past 
histor;v ; and the final stage is represented in the 
table handed in this morning? — Yes. 

5997. Are those figures accurately calculated? — 
Yes. 

5988. Subsidiary to that table did you also prepare 
— and has there also been put before the Court this 
morning — a document showing the allocation 

between the various companies of the capital expen- 
diture on the “ J ” Joint Lines? — That is so. The 
iMinistry’s figures were in total, and we show on this 
document the figures which appear in the companies’ 
claims iu resjject of shares of ownership of the Joint 
Lines. 

5999. And inasmuch as two outside companies — 
that is, companies not now in the amalgamated 
companies — ^ivere concerned in two of those undertak- 
ings, have you eliminated a sum of £3,051, being 
the outside companies’ share.? — Yes. 

6000. Is the balance of the figure in the Minister’s 
accounts carried into, and is it represented in, the 
total figures in the table Item No. 3? — ^Yes. 

6001. It is not a question of duplication, it is 
merely an explanation of how the “ J ” Joint Lines 
figures have been dealt with? — It is to enable the 
Tribunal to trace the items into the companie,s’ claims 
from the Minister’s certificate. 

6002. Then did you next prepare a statement re- 
lating to Item No. 4, also dated 8tli June, 1926? — 
Yes. 

6003. And in your view^ give effect to all the pro- 
posals of the railway companies to meet the points 
raised by the Minister of Transport in the Report 
which he made under the reference from the Tri- 
bunal? — Yes; including the two additions for in- 
vestments transferred to the balance sheets and not 
realised. 

6004. That is, the two items of £25,000 in the case 
of the London, Midland and Scottish, and £92,021 iu 
the case of the Southern Railway.? — Yes. 

6005. Are the figures given for each company, of 
capital expenditure to 31st December, 1923, as now 
amended, accurate figures after giving effect to the 
railway companies’ proposals to meet the Minister’s 
points P — Yes. 

6006. And subject to the Tribunal approving of 
the method in which these points have been met? — 
That is so. 

6007. Then you have prepared also the statement 
lianded in this morning showing the details of the 
invest)nents of the London Midland and Scottish 
Railway Company for £26,000 and the Southern 
Railway Company for £92,021? — Yes. 

6008. That is really a table supplementary to the 
last-mentioned table? — Yes, it is the document 
asked for by Mr. Jepson at the last meeting. 

6009. An explanatory table.? — ^Yes. 

6010. Then have you prepared a table headed. 

Item No. 5, Sth June, 1925,” in which you show 

the method upon which the railway companies have 
dealt with the £2,000,000? — Yes. 

6011. That shows, I think, that in the lower com- 
partment of the table the £2,000,000 has been dis- 
tributed amongst the four companies a,s there 
shown: — ^£730,000 to the London and North 
Eastern; £780,000 to the London, Midland and 
Scottish; £330,000 to the Great Western; and 
£160,000 to the Southern ? — Yes, those are the 
agreed allocations. 

6012. Agreed amongst the companies? — Yes. 

6013. That is a domestic concern of yours ? — Yes ; 
quite so. 

6014. Then have you also shown the amount which 
is proposed in the case of three of the companies to be 



deducted from the paragraph (b) figure? — Yes, in 
respect of steamships. 

6016. And do you show in the upper compartment 
the deduction from paragraph (c) of 5 per cent, 
upon balances? — Yes. 

6016. And then, assuming that that is approved, 
have you prepared a new table — Item No. 4, which 
I will now hand in — with effect given to the 
£2,000,000 deduction ?— Yes, that portion of the 
£2,000,000 deduction which we have applied to (b). 

6017. Therefore it will affect only three of the 
companies .? — ^Yes. 

6018. The Great Western remains unaffected? — 
That is so. 

6019. If this method of dealing with the 
£2,000,000 is accepted, then the result is shown in 
this additional table now handed in? — ^Yes. 

6020. Which is a table relating to Item No. 4 — 
that is to say, to paragraph (b) — after giving effect 
to your allocation of the £2,000,000? — Yes. 

6021. I see that in the case of each compartment 
you put in steamboats lost and replaced? — Yes. 

6022. And there is an item for that in the London 
and North Eastern, the London Midland and Scot- 
tish, and the Southern railways .? — ^Yes ; in each case a 
deduction from the claim. 

6023. Finally, did you revise your periodical 
Reconciliation Statement and bring it down to date 
in “ J.Q.4 (Amended and Revised) ” ? — ^Yes, giving 
effect to aU the adjustments that have been made in 
the (a) and (b) claims. 

6024. That , is a new edition of the Reconciliation 
Statement printed on page 400 of the proceedings ? — 
Yes, the revised copy of that. 

6025. And brought down to date? — Yes. 

6026. I do not think it is necessary, is it, to give 
any explanation of it? It is merely bringing the 
whole thing to focus? — I do not think it is necessary 
to make any explanation of it. All these have been 
given effect to, and the explanation of the differences 
between the claims. 

6027. I am not going to examine you about the 
negotiations which led up to the settlement on the 
£2,000,000 basis, because that is not within your 
province; Mr. Boothroyd will speak about that later; 
but I do wish to have fz'om you some short evidence 
relating to these new figures being the proportions 
of the £2,000,000 allocated by three of the companies 
to paragraph (b) under the heading of “ Amount allo- 
cated to claim under 68 (1) (b) in respect of steam- 
boats lost during Government control period and 
since replaced.” Let us see how that stands. Prior 
to the war, when the company ordered a vessel and 
the vessel was constructed and paid for, would there 
appear- a debit to capital account of the construc- 
tional cost of the vessel ? — If it were a new and addi- 
tional steamer. 

6028. Yes. I want to get it in its simplest form. 
Supposing you were building a new vessel altogether, 
you would naturally debit capital with the cost of 
that vessel? — Yes. 

6029. At the time the war broke out had the com- 
panies a number of vessels and did the original cost 
of each of those vessels appear as a debit to capital 
account ? — There was in capital account a charge in 
respect of steamboats in respect of the several com- 
panies. 

6030. There was in capital a sum representing 
each of the vessels which each of the companies had ? 
—Yes. 

6031. A number of vessels were lost during the 
war, were they not, by enemy action.? — Yes. 

6032. And did the Government pay compensation 

money to the companies in respect of those vessels 
lost? — Yes, under the arrangements with the 

Government. 

6033. There was a special formula under which 
it was done.? — Thez’© was a special agreement. 

6034. When a vessel was lost, that was done with 
the capital account entry representing that vessel? 
■ As a general rule, the amount would be written 
out of capital account; the amount credited to 



MINUTES OF EVIDENCE. 



489 



9 June, 1925.] 



Mr. John Quieey. 



^Continued. 



capital and charged first of all to the Depreciation 
Fund for so muoli as was in the fund in respect of 
the ship, and for the balance of the cost to the 
Government' Compensation Account. 

6035. But was the result that the item in capital 
account, j'eirresenting that lost vessel, disappeared 
from capital account? — Yes. 

6036. The capital account, therefore, had no longer 
an item representing that lost vessel? — No. 

6037. And so far as compensation was received — I 
can undei.'stand there were complications aliout 
Depreciation Fund, and so on — but so far as Govern- 
ment compensation was received, that would he 
carried to Reservei Account, I suppose .P — To the 
Renewal Fund. 

6038. And, therefore, until such time as the vessel 
was replaced — if it ever was replaced — it would yield 
income, I suppose, wliich would fall into other sources 
of revenue? — Yes, the amount would form part of 
the floating balances of the company and earn 
interest. 

6039. Then take the case of a vessel I'eplacing a 
vessel that was lost. I suppose in some cases the com- 
panies had either to purchase or to build new vessels 
to take the place of vessels lost? — Yes. 

6040. I understand it is not possible to say with 
regard to each particular vessel that it is an exact 
replacement of the preceding vessel? — That it so. 

6041. There has been some changes of policy, and so 
on, or new ideas, in connection wdth the traffic? — Yes. 

6042. But when a new vessel was brought, or 
ordered, how did you deal with the cost of that new 
vessel from the point of view of capital account? — 
The practice.s vuiry. The old vessel having been 
written out of capital account, in some instances the 
new vessel was charged wholly to capital account. lu 
other cases — the Uoirdon and North Western for 
example — the old ship was written out of capital 
account and the new sliip was charged to capital less 
the balance of Government compensation which we 
ha<d in hand. In the case of the Bancashire and 
Yorkshire a somewhat similar practice obtained. 

6043. But evidently there was some variation 
amongst the comj)anies, when there woiild re-appear 
in the capital account an item representing the ve- 
placed vessel? — Yes. 

6044. A new ship which replaced a ship that had 
been lost.? — Yes. 

6045. Tire lost ship’s item in capital account had 
been wiped out? — Yes. 

6046. A new vessel is created to replace that vessel 
and her cost apipears in the capital account when she 
comes into being, subject to certain variations of 
practice as to the precise ascertainment of the amount 
debited to capital, as you have said? — That is so. 

6047. I do not know whether you can give this 
figure. To what extent has replacement of lost vessels 
taken place — to what extent has Government com- 
pensation money had to be drawn upon? — I think I 
can give you those figures ; I have a note of some. 

6048. It would l>e satisfactoi-y if we could get as 
near as we can on this, for the pui'pose of satisfying 
both the public and Mr. Cripps? — Shall I give the 
whole facts? 

6049. Unless the Tribunal want it — there is a great 
deal of complication about the Depreciation Fund, 
and so on — I doubt whether it would be profitable. If 
you will give the result, subject to ymur willingness 
to make any detailed explanation that may be neces- 
sary, I think that will suffice. What is the overhead 
result, in round figures? — ^In respect of vessels which 
were lost or sold to the Government and have since 
been replaced, the amount in the capital account 
was £850,074. 

6050. Is that for the four companies? — Yes. 

6051. Mr. Jepson: That is the original cost? — Yes. 

6052. As it stood in the capital account prior to 
the war? — That is so. The compensation paid by 
the Government in respect, of those vessels was 
£1 ,299,292 ; but the account is not closed. In the case 
of the London and North Eastern there are disputes 
with regardi to the amount paid in respect of six 



vessels, I believe; and with the London Midland and 
Scottish there are disputes with regard to three 
vessels. The amount in dispute is about £200,000. 
Then the amount that has been applied for replacing 
vessels has been in the total £1,071,949, of which 
£468,775 came from the company’s Renewal Fund and 
£613,174 from the Government compensation. What 
is proposed with regard to this matter is that the 
I'eplacement cost shall be taken at double the original 
cost, and that there shall be added to the amount 
already applied to replacement a sum of £540,112. 

6053. Is that really designed tO' bring about a 
deduction from paragraph (5) of the balance of the 
sum necessary to eliminate from (h) the inci'eased 
cost of the replacing boats? — ^That is the object of it. 

6064. Does that figure fairly reflect such increased 
cost? — So far as wm can judge. It is an estimate, 
as you explained. Some of the boats were built at a 
time when prices were very high, and some have been 
built in later years wdren prices had fallen. 

6056. But is the assumption at the bottom of this 
proposal that a vessel cast twice as much to replace 
as she cost originally to build? — Yes, that i,s the 
assumption. 

6056. And you think that, having regard to the 
many variations of price and construction of vessels 
during the period covered by the construction of the 
replacing vessels, that gives a very fair overhead 
reflection, of the additional cost of the replacing 
ve.ssels as compared wdth the cost of the vessels they 
replaced? — After consideration, that is our view. 

6057. Accordingly jmu have advised that tliat figure 
should be the figure deducted from (b) under the 
designation under which it appears in your table? — 
Yes, as part of the £2,000,000. 

6058. Mr. Jepson-. Roughly, what does that 
bring the figure to now wdiich stands for the claim 
under {h) ? Y’^ou told us it was £860,000 originally 
which was written off. If you take the double as a 
fair estimate for the cost of replacing, that is about 
.£1,700,000; and then you write off from that, do 
you, the £540,000; and does that leave it in the claim 
at about £1,200,000 for the replaced vessels? Or have 
ymu brought it down to pretty well wdiat it stood at 
in the capital accoinit pre-war? — That would be the 
effect, practically. 

6069. It is only for the purpose of this claim under 
(h) that I am asking the cpiestion. It is nothing to do 
with your capital account as you keep it in the books 
of the company. As I understood you, jmu first of all 
wrote off the £850,000 representing the capital value 
pre-war of these lost or sold boats; then when j'ou 
had to replace them you assumed that they cost 
double; that is, £1,700,000? — Y''es. 

6060. But you did not charge the whole of that to 
capital, because you had got a cei'tain amount in your 
Depreciation Fund, or Renewal Fund, which you 
drew, and then you drew some from the Govern- 
ment Compensation account.'’ — Yes. 

6061. What one wants to get at, if one can, is wlrat 
was, speaking generally, the amount left in the 
claim under (b) representing the capita.l upon which 
you claim an adequate allowance? — The only amount 
that would appear in the (b) claim in respect of re- 
placed vessels under this arrangement would be the 
estimated cost of the betterment — that is, a larger 
ship or an improved article. The intention is to take 
out of (b) claim the total replacement cost of the ship 
lost, bringing the charge to capital only in respect 
of the betterment of the as,set. 

6062. So that, to put it shortly, what is left in 
your (b) claim, after this deduction, is the original 
capita! cost plus the betterment cost of the vessel 
ydrich is put to replace the lost one? — Yes, that is the 
intention. I could, perhap.s, best explain it from the 
London Midland and Scottish figures, with which I 
am best acquainted. 

6063. If you could give an illustration it would be 
helpful? — In the case of the London Midland and 
Scottish, we replaced seven vessels. The first cost of 
the ships was £333,235. We wixite that sum out of 
capital and charged £186,102 to the Renewal Fund' 
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provided by the company, and the balance of £147,123 
from the Government compensation. Then towards 
tiie cost of the new ships we applied a sum of £221,875 
from Government compensation. We now propose to 
apply a further sum of £111,360; and when we have 



done that we shall have used up the whole of the 
Government compensation and a further £11,000. 
All that will remain of the London Midland and 
Scottish Company’s claim under (b) for these replaced 
ships will be the betterment iiortion. 



Cross-examined by Mr. F. G. Thom.4s. 



6064. As a matter of explanation. As regard's the 
statement “ J.Q. 4 (Amended and Revised) ” which 
you have just handed in, I notice that in the amount 
of claim, near the bottom of the table, you have set 
out the amount of claim under Section 58 (1) (b), as 
amended. You have not there given effect, have you, 
to the adjustment of the (b) claim in consequence of 
the deductions for steamboats and other matters about 
which you have just been speaking? — I have not 
given effect her© to the deductions for steamboats 
only. 

6065. That is to say, the real amount of claim is 
that which is shown on the statement “ Item No. 4a” ? 

— The amounts appearing on 4a are not carried to 
the Reconciliation Statement; the amounts appear- 
ing on 4 are; they can be traced through. 

6066. It is not quite accurate to call that an 
amount of the claim as amended because the final 
amendments which are really proposed on behalf of 
the companies are those which are shown upon 4a? — 
Subject, of course, to the allowance forming part of 
the settlement of £2,000,000. 

6067. Yes, quite so. The only other point to which 
T want to call attention is that you have included 
the expenditure on works costing less than £25,000 
brought in to use prior to 1913 and not otherwise 
included. You have brought that into (b), have you 
not? — That is in accordance with the proposals w© 
made on the 25th May last. 

6068. Tliat was one of the points, I think, to which 
the Ministry of Transport drew attention, as to what 
was the correct consti-uction to be placed upon the 
section ? — ^Yes. 

6069. And you have assumed that the correct con- 
struction of that section enables you to make that 
claim in respect of those works which had been 
brought into use prior to 1913 but in respect of which 
cheques might have been drawn, or had been drawn, 
after the 31st December, 1912? — Yes. 

President : Are you now appearing for the Traders’ 
Co-ordinating Committee, Mr. Thomas? 

Mr. F. G. Thomas: Yes, Sir; but I am not going 
into any matter of controversy. Under the arrange- 
ments between ourselves and the railway companies, 
tlie only points which we were entitled really to raise 
■were questions which had been raised by the Minister 
of Transport, to which he had called attention; and 
whatever might be your decision on those points the 
traders, of course, would have the. advantage. 1 
]iierely intended to call attention to the fact that that 
is a matter which, so far as I am aware at the 
moment, has not been specifically decided. 

Cross-examined by Mr. 

6074. I am afraid I am not quit© clear yet as to 
this steamboat matter. First of all, dealing with the 
steamboats which have been lost and not replaced. 
What was the sum of compensation received from the 
Government in respect of those boats? — £1,163,324. 

6075. Those are the ones that have not been since 
replaced? — ^Yes. Of course, some proportion of that 
is still in dispute. 

6076. Let us take it as £1,000,000. Now, what 
has happened to that? Where is that going in the 
accounts of the railway companies? — Part of that has 
lx;en used for the purpose of writing down the first 
cost of those vessels lost. 

6077. How much? — £303,933. 

6078. Have you a table with this on of which 1 
could have a copy? — No, it is not correct; and there 
are a lot of pencil marks on it. 



President : Counsel who then represented the 
Traders’ Co-ordinating Committee did not think it 
necessarj- to cross-examine at all. 

Mr. F. G. Thomas : And I am not ]proposing to 
cross-examine on that point at all. I merely desire 
to call the attention of the Tribunal to the fact that 
that IS the method in which the accounts are pre- 
sented, and that it is one of the points which it will 
rest with the Tribunal to decide. I am not going to 
say another word about it. Thei'e was one point, 
however, I am told I ought to call attention to. That 
is on page 444, where Mr. Merriman, who le.ads me 
on behalf of the Traders’ Co-ordinating Oommitbce, 
said: “ May I invite Mr. Quirey, in arriving at that 
Reconciliation Statement, to direct his mind to this 
one point. There will be necessarily still an item for 
amounts not claimed. Will it be possible to make it 
perfectly plain what items are included an that? 
(IF!i)if!.5s) : It would be rather troublesome to get out 
the items not claimed. One would have to search 
through the records of so many companies’ books. 
But I think it is fairly safe to say that there has not 
been an overclaim on behalf of the companies if I can 
show that there are amounts not claimed, and I think 
it would be fairly substantial. (Mr. Merriman) : I 
thought possibly I might get an answer to that which 
would make it quite certain that w© should not have 
to ask any questions.” 

6070. (To the Witness) : Have you been able to do 
anything further on that point? — Yes. I have got 
some notes making up these various sums shown as 
expended and not claimed, under the various railway 
companies. It consists in the case of the London 
Midland and Scottish — to take my own company — of 
amounts expended by quite a number of our small 
subsidiary companies which we did not bring into the 
claim at all. There is the Oathcart District Railway, 
the Dearne Valley Railway, the Mold and Denbigh, 
and the Shropshire Union ; there was some expendi- 
ture there. There were credits in respect of the 
Callander and Oban, the Oharnwood Forest, the 
Lanarkshire and Ayrshire, the Leek and Manifold 
Light, and the Wick and Lyster railway lines. We 
did not trouble to make any claim in respect of them. 
I have notes also of the amounts of the other com- 
panies as well. As a general rule they consist of 
small sums which have been omitted. 

6071. Are they in a form in which you could put 
them in? — 1 am afraid they are not. 

6072. It would be simpler if you could do that? — 
If it is desirable I could do it. 

6073. WYudd you supply us with such informatioit 
a.s you have? — Yes, I will supply it to Mr. Drage. 

St.^itob-d Chipps. 

6079. It is hard to carry all these figures in one’s 
head. 

President : I see you have an industrious Junior 
taking notes down. 

6080. Mr. Sta.fford Gripps : Then the balance of 

that, which is roughly £800,000 ? — Is in the Re- 

newal Fund. 

6081. That has gone to the Renewal Fund? — Yes. 

6082. Supjiosing — at some future date — a new steam- 
ship is acquired by one of these companies, will that 
new steamship, be paid for out of the Renewal Fund 
or charged to capital account? — Of course I cannot 
bind any of the companies; but the proper course 
would be to charge to the capital account the amount 
already written out of the vessel lost phis the better- 
ment portion of the new ship, leaving the charge to 
Goveniment compensation the increased cost of the 
•ship built. 
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6083. Let me take an example, if I may, because 
I want to get tliis clear. Let us assume that in the 
year 1930 (to take a year a little way off) your rail- 
way company — I do not know whether you have any 
money or not, but never mind — ^buys a new ship, gets 
one built. There are some ships which it has never 
I'pplaced, and which have been written out of capital 
account, I suppose, at the date wlien they were lost or 
.sold? — They were written out of capital account when 
lost or sold; at least, some of them would be written 
out in the year 1926; we wrote out part in 1924 and 
the balance will be written out in 1925. 

G0S4. Therefore in the accounts for the year 1929, 
the year before you buy this new ship, that item will 
have disappeared entirely? — The asset is gone. 

6085. Yes; and there is no entry? — No. 

6086. When in 1930 you come to make up your 
capital account will not you in fact write into the 
capital account the cost of the new ship? — It might 
be done; I could not say. 

6087. It is quite likely it would be done? — I do not 
think so. I think the company will have a knowledge 
of what was in the Government compensation, and 
will deal with the account correctly. 

6088. Is that sum of £800,000 in a special fund or 
is it simply in the ordinary depreciation and reserve? 
— It is, in our case, in the ordinary Renewal Fund. 

6089. It is not in any way earmarked? — No. 

6090. So there is really nothing to tell anyone, when 
a new ship comes to be built, that they ought to 
deduct a part of its value, anjnvay, from the Depre- 
ciation and Renewal Fund? — ^That, of course, would 
be offset by the fact, wmuld it not, that we would 
have to raise capital if we did charge the whole of the 
new shij^ to capital? The situation is very much 
altered since w© were first discussing this. 

6091. And there is nothing to stop j’ou raising 
capital, is there.!’ — No. But if we raise capital we 
can then get an allowance in our Standard Revenue, 
but we have to pay it out of interest to the new 
proprietor. 

6092. But, on the other hand, the money in the 

B.enewal Fund will earn that interest which you will 
pay out to the new proprietor? — No, it will not. 
The money that is in the Renewal Fund will go as 
another source of revenue, and rvill go 

6093. That depends how' it is invested, does it not? 
Supposing it is invested in the works? — If it be 
invested in works we cannot make a claim for it. 

6094. The Renewal Fund you are not going to make 
a claim for in any event, I understand? — ^I was ex- 
pecting that you would deal with capital works. If 
you invest it in capital wox’ks then the capital works 
would possibly produce something that woidd go 
towards the traders’ rates. 

6095. I'hat would not come in below the line ? — No ; 
but there would be nothing added to capital revenue 

{After a slinrt 

6105. Have you got the steamboat figui'es since 
1913 with regard to all the railways? — You mean the 
amounts charged in the (a) and (b) claims ? 

6106. The amounts expended on steamboats, 
amounts received in respect of the sales or com- 
pensation of steamboats ? — In so far as they relate 
to those paid for by the Government? 

6107. No; altogether? — No. 

6108. You have not got what I might call a steam- 
boat account ? — No. 

6109. Take, for instance, the London and North 
Ea, stern Railway Company. In your Schedule “ D,” 
“ R.T.2a,” there are these entries with regard to 
expenditure; there is an item of the Great Eastern, 
£436,107? — That is j-ight; that is in the original 
claim. 

6110. Yes, that is the original claim ? — I think it 
was adjusted later. 

6111. I will deal with that in a moment. Then 
there are credits for the Gi-eat Central, £98,474? — 
Yes. 



in respect of that new work which would be an earn- 
ing ae.set. 

6096. And on which the traders would have to pay 
the earnings? — Yes; but they would get the surplus. 

6097. But they will not be any better off for it; 
they will be simply paying for the service? — No; it 
will go to their rate, because the Standard Revenue 
will not include any charge in respect of that new 
work. 

6098. You mean to say if the Standard Revenue is 
sufficient tO’ meet the earnings of the new work it 
will not have to be increa.sed. Is not that right? — 
No, I do not think so. 

6099. Let us assume the new work — to take an 
exaggerated example — is doubling the whole thing. 
Then if the Standard Revenue is sufficient to meet 
the earnings on that new work it will not have to be 
increased? — But the Standard Revenue does not meet 
the earnings on new work. Standard Revenue is the 
sum with which w'e compare our future earnings ; 
the future earnings would include this new work,' 
and the earnings of that new work might be. an 
excess over Standard Revenue which would go, of 
course, to the extent of 80 per cent, to the traders. 

6100. And 20 per cent, to the companies? — Yes. 

6101. Let me put it like this : It depends on the 
way w’ith which the railway companies deal with this 
£800,000 which is in their Renewal and Depreciation 
Fund, an d the way in which they charge the sum 
which they have to pay for new steamships in the 
future, as to whether the users of the railways will 
get the benefit of the Government compensation money 
which was paid for the steamboats, or not? — No, I do 
not agree. 

6102. Is it your view that, in any ©vent, however 
the accounts be made up, the railway companies will 
use their Government compensation money for the 
purpose for which it was intended, to replace the 
steamboats that were lost? — I cannot bind them to 
do that; but I do not think that any users of the 
railways are prejudiced by the fact that we have an 
excess over the amount of the original cost of the 
vessels not replaced, because that sum does form part 
of the floating balances of the companies and earns 
revenue which forms another source of revenue in 
future years, and which goes in aid of the traders 
and users of the railways. 

6103. What difference is there between this sum 
and the other sums for steamboats that have been sold 
which you have credite'd under Section 68 (1) (6) ? — 
Wo have credited under Section 58 (1) (b) the first 
cost of these vessels lost and not replaced. 

6104. But you have not credited the profit on them? 
— No. I cannot admit the principle that anything 
should be written out of capital other than the 
amount in capital. 

adjoiirnment.) 

6112. Clyde Steamers, North British £20,000, and 
then there are sundry items costing less than £5,000,, 
credit, £1,-537? — That is right. 

6113. That makes a total expenditure of £435,107, 
and total credits of £120,011? — ^Making a net debit 
of £316,096. 

6114. And that is increased by the adjustments 
made afterwards to £436,107? — ^Yes. 

6116. Does that include any sums as regards the 
sale made to the Government ? — It may include some 
charges for boats replaced that had been paid for 
by the Government. 

6116. Let us take it quite simply, first of all. 
Certain boats were sold to the Government? — ^I think 
the London and North Eastern Railway Company did 
not sell any boats. 

6117. Some of their boats were lost? — ^Yes. 

6118. And for that loss they got a sum of money 
as compensation which was equivalent to the pur- 
chase price of the boats? — It represented the un- 
expired life of the boat at replacement price. 
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6119. Does that item appear in those figures I have 
given you? — The credit for the old boat lost would be 
deducted before the charge was made. 

0120. That is to say, the credits are the total sums 
received by the railway company in respect of boats 
they no longer own; is that right? — The credits 

6121. Shown in “ R.T. 2a.,” Schedule “ D.”— These 
credits may be in respect of sales of boats, I do not 
know whether to the Government or to other parties. 

6122. Can you tell me whether Schedule “ D ” 
shows or not the sums which were received as com- 
pensation from the Government? — In so far as it 
was necessary to write out the original cost of the 
boats whidh had not been replaced. 

6123. That is to say, it contains a portion and not 
the whole? — It contains the amount of capital 
account in respect of the boat, not the whole of the 
Government compensation received. 

6124. That amount which was received from the 
Government in excess of the capital value of the boat 
as shown in the accounts at date was a profit on the 
capital ? — It may have been, but it is held for ultimate 
replacement. 

6125. If this steamboat account was made up to 
include all the sums expended by the railway com- 
pany upon steamboats, and all the sums received by 
the railway company in respect of steamboats which 
have passed out of the capital accounts, the figures 
would, of course, be quite different to those which 1 
have? — Yes. 

6126. Can you tell me w'hat those figures would 
be? I want the total expended since 1913 up to the 
date when Schedule “ D ” was made up — I think 
31st December, 1923, is it not? — ^Yes. 

6127. I want the total expended during that period 
and the total received for steamboats which no longer 
appear in the capital account. — I am sorry; I am not 
able to give you the London and North Eastern 
figures. 

6128. Could you give me some other figure.? — I 
cannot give you a complete steamboat account in 
respect of any of the companies. The figures I have 
were prepared in relation to the steamboats that were 
either lost or .sold to the Government during control. 

6129. Then you are not able to tell us whether 
these appear in Schedule “ D ” or not? — Yes, I am 
able to tell you that in so far as the expenditure was 
not charged in the (a) claim it appeared in the (6) 
claim ; but the amount that would be charged would 
be the cost of the new steamer less the original cost 
of the old steamer. 

6130. So that the £435,000, Great Eastern steam- 
boats. is a sum made up of the total cost of the new 
steamboats less the amount which appeared before 
in the capital account of the steamboats which they 
replaced? — ^Yes, that is so, if that be the whole story 
regarding Great Eastern boats. There may be some 
in (a) claim for Great Eastern boats. 

6131. Well, is there? — I will tell you. Yes, there 
was a sum for Great Eastern boats in the original 
claim of £832,857. That was subsequently adjusted 
trt £727,825. 

» 6132. Was some of that money money which had 
been provided out of the £2,500,000? — It does not 
enter into it at all. That is the amount expended 
by the company on steamboats less the cost of steam- 
boats displaced. 

6133. I want to know whether some of that money 
that was expended on steamboats — some of that 
£700,000 odd — was taken from the £2,500,000, or the 
.share of the £2,500,000 which the Great Eastern 
Railway Company got? — ^Yes, in so far as it would 
be required to write out the original cost of the boat 
lost. 

6134. I want to get this quite clear. That would 
be actually part of the £700,000 add? — Yes, part of 
the Government compensation was used for the pur- 
po.se of writing out the original cost of the boat lost. 

61,36. Both under Schedule (a) and Schedule (6)? 

. — Yes. 

6136. And the rest of the Government compensa- 
tion which was not so used has not appeared at all 



in Schedule (a) or Schedule (b)? — No; it is not 
a capital account transaction. 

'6137. You saj' it is not c.apital account trans>- 
action. If on your s'teaniboat account for the year 
you sell one steamboat at a loss and another at a 
profit, then you are entitled to take the amount of 
profit which you made on the second steamboat 
out of your capital account altogether? — In the case 
of two steamboats, one sold at a profit and one sold 
at a loss, the amount which would be written out 
of capital account would be the original cost of the 
steam'boats which were taken out of service. It 
would have no regard whatever to the amount 
received in respect of the sales. 

6138. I see. Where would the amount received 
from the sales appear ? — ^The amount received would 
go to the renewal provision. You see, when the 
boats were sold credit would be given to capital 
account for the amount appearing in the capital 
account for those boats. The entry would be against 
the depreciation fund; the amoiint of the charge 
agaiiTst the depreciation fund. That would be 
credited in the provision made annually, plus the 
amount received for sale. 

6139. As regards “ D,” of course you do not treat 
it in the same way as you do in the capital account? 
—Yes; Schedule “D” is the reflex of the capital 
account. 

6140. Are you dealing with the suras expended on 
steamboats in the same way in Schedule “ D ” ,ns 
you do in the capital account? — Yes, the original 
claim. The claim up to the present time in respect 
of the London and North Eastern Railway Company 
is the amount expended on new ships less the original 
cost of the ships disposed of. 

6141. And that new amount comes in as a debit to 
capital account? — Yes, the excess amount. 

6142. You do not credit to capital account the 

excess amount you get on selling the ships? — No, 
because we take out of the capital account the 
amount of the old boat, but the proposal now is to 
give credit 

6143. Do not let us get on to that for a moment, 
because it makes it rather difficult to follow. A,s 
regards Schedule “ D,” you charge the excess cost of 
the steamboat over the original cost in the capital 
account. That is right, is it not? — That has been 
done. 

6144. But you do not credit any excess price which 
.you may get for an old steamboat over the amount 
at which it appears in the capital account?— No, not 
if the boat has not been replaced. 

6145. As a matter of fact, you have available for 
purchasing new boats that exce,ss amount which you 
have received above the original capital value of the 
boat? — Yes, we have that available. 

6146. So that you could, if you wished, appl.y that 

sum towards the purchase price of the new boats? 

Yes, and that is what is proposed to be done now, to 
appl.v so much of the G'overnmment compensation as 
will make the charge to capital account only the 
betterment portion of the new boat. 

6147. I am dealing at the moment with the boats 
that had been lost and not replaced? — They are 
written out of capital now, and any excess of 
Government compensation remains in the renewal 
provision account. 

6148. But it is available there to pay for the new 
boats, any new boats that may be required? — It is 
available for replacement purposes. 

6149. Of anjf boats? — On any boats, 

6150. And, therefore, when you are actually con- 
sidering the amount of new capital that you have 
got to raise in order to purchase new boats, I sug- 
gest to you it would be a fair and proper thing to 
deduct first that sum which stands to the credit of 
the renewals account which is available for the pur- 
chase of new boats ?^ — No, I do' not agree. The 
amount would not appear in the capital account at 
all. The excess sum will not appear in the capital 
account as a credit. Wliat we must raise for the 
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purpose of the claim is the amount charged in the 
claim. 

6151. But, as a matter of fact, you have not got 
to raise as much as that, because you have already 
got some of it in your renewals account? — It is quite 
true that the funds of the company are enhanced, 
but we must raise the capital if we are to get the 
allowance of standard revenue. 

6152. I think you told us about that at Question 
5610, on page 3M. You say there, “ The amounts 
were credited to the Depreciation Fund, and they 
remained there.” That is the amount you received 
from the Government? — ^That is right. 

6163. But in the year 1924 the vessels have been 
written out of the capital account, and they will form 
a credit in the 68 (1) (6) claim to be lodged in the 
future ”? — That relates to two ships of the London 
IMidland and Scottish Railway Company. 

61.54. It IS the system I am talking of; not the 
details of the ships? — (b) claim would have been 
credited with the original cost of those ships if the 
entry had been made currently. The entry was not 
made until the year 1924, and that credit will come 
into the further claim under (b). 

6166. I think I misunderstood jmur answer, because 
I understood j^ou there to mean that the amounts 
received would have become the credit, not the 
amount at which the boat stood in the capital 
account? — 1 did not intend to convey that im- 
pression, at any rate. 

6156. I quite appreciate that. The balance of that 
sum would simply have remained in the depreciation 
account? — Yes. 

6157. And that same principle applies to all the 
railway companies? — Yes, in so far as the ships are 
not replaced, that is so; the amount is available for 
future replacements. 

6168. If, when future shijss are purchased, instead 
of being pain for out of capital, they are made a 
charge on capital, then the users ■will lose the benefit 
of that amount of money. I think you said that 
before? — No; I must have misled jmu then, because 
I say “ No.” When ships are replaced, if inad- 
vertently the whole sum is charged to capital, before 
w^e get any addition to our standard revenue we 
would have to raise the capital ; the old surplus which 
■will remain in the funds of the company would earn 
the in^terest wdiich it is earning to-day. 

6169. But, of course, it is not earmarked in any 
way, as you have told us, and it could be used for 
paying dividends or anything else? — No, it could not 
I)e used for paying dividends because it is in the de- 
preciation fund, and you cannot u.se the depreciation 
fund for paying dividends. 

6160. I think you said it was not earmarked? — Not 
for a particular vessel; it is earmarked as a renewal 
provision. 

Mr. Stafford Cripps : I see. 

6161. J\[r. Locket: Earmarked as a capital 'item ? — 
Earmarked as a re.serve for replacement. 

6162. That is ,a capital item? — In railway account- 
ing it is not a capital item. You will find it in the 
balance-sheet of the companies under depreciation 
fund. 

6163. Mr. Jepson: I am not quite clear about this, 
and I would like to take an analogous case. Let 
us assume you have bought some laud before 1913 
and the land stands in j'our capital account at 
£20,000, and during the period of control it is sold 
for £30,000. You give credi^t — there are several 
purchases in your claims under (b) for land — then only 
for the £20,000 at ■^vhich the laud stood in your 
capita! acco\mt. Or would you give credit for the 
full £30,000 in that case? — I cannot ■fell you what 
would be done in such a case, except that the amount 
that ought to be credited to capital account is the 
£20,000. 

6164. VUiat would then be done with the £10,000 
profit on the sale? — The company might put that 'to 
some of their reserves, or they might treat that as a 
free reserve, because there is no liability against it. 



6165. There is no fund such as capital account to 
which that could properly be placed; that is, to the 
credit of capital account, capital account not ex- 
pended? — No, you would not do that. The £10,000 
properly fell in as a reserve of the company. 

6166. You see what is in my mind having regard 
to the future. Under the scheme of the Act, any 
capital expenditure during alny current year the 
railway companies have the right ■to make a claim 
before the; Tribunal to get an addition to the Standard 
Revenue 'in respect of that capital. Now, supposing 
you built a new boat, and without any regard to 
your depreciation fund you charged the whole of 
the cost of that new boat to capital, and you come 
along here and put in a claim and say: “ We want 
5 or 6 per cent ” — ^whatever it is — “ on that as an 
addition to the iStandard Revenue for the next year.” 
The interest of the traders, of course, is to keep that 
amount as low as possible, and therefore it 
is to their interest to see that any amount 
you have already got in your depreciation fund as 
compensation from the Government should be used to 
reduce that capital expenditure on which you are 
making a claim for an addition to the Standard 
Revenue. How is that going to be provided and 
■secured in the future, if there is no earmarking of 
these amounts which have been j)ut in the deprecia- 
tion fund as compensation for boats that have not 
been replaced? How is that position going to be 
secured to the trader, and how are we to know that 
the proper amount of capital is being put before 
us for the claim? — In the first case, at all events, 
the claim which ■null be made to you will be the 
amount appearing in the capital account, and I sup- 
pose it ■\vould be a question whether it was a proper 
charge or not; but, on the whole, I do not think 
there is any hardship, even in that case, if the whole 
was charged to capital account ; because, as I said 
before, to get the allowance we must raise the capital 
and bring in the amount in^to the concern. We can 
only get an allowance in regard to. our Standard 
Revenue upon capital expenditure if we raise the 
capital. 

6167. Quite. The question is whether you ought 
to claim on the total amount of the capital you raise 
when you have got a large amount already in your 
pocket to meet the replacement for that purpose? — 
If we do not raise the capital and charge it to the 
depi'eciation fund, we deplete the cash resources of 
the company and the general in^terest account will 
suffer correspondingly. 

6168. Of course that must be the effect? — That is 
so. That is the position now. 

6169. Mr. Staffo-rd Cripps : I was going to ask you 
to refer to another question which you answered 
before on page 91, question 1159. You see there I 
was asking you about this £2,500,000, and I was 
suggesting to you that it might not be expended for 
a long time, and you say this : “ I do not think it 
is likely that the companies ■will overlook it and 
charge capital where they ought to charge the fund. 
((|].) If they did overlook it, it would be unfortunate 
to the passengers and other people? — (A.) To the 
extent of 6 per cent, on the capital cost, yes.” Now, 
i.s not that the true answer? — 'No, not now' for this 
reason, that the circumstances have entirely changed 
since those days. Had we charged the amount undei’ 
those eii’cumstances to capital account as a whole and 
not raised any capital moneys, we would have spent 
the sum appearing in the depreciation fund. We 
would have applied to the Tribunal for an allowance 
in respect of the capital expenditure and at the same 
time have depleted the General Interest Account. 
We would be getting the amount twice in such a case. 

6170. You ■svere assuming there that under Section 
59 you did not have to raise any capital? — ^Yes, pro- 
viding our free reserves were sufficient for the inir- 
pose. 

0171. With regard to the old boats wdiich have been 
replaced, I understand you say that a proper allow- 
ance would be £540,000? — ^Ye,s, so that the charge 
to the Renew'al Fund of the Government compensa- 
tion would be 100 per cent, over the cost of the boats 
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lost, on the assumption that to replace an old boat 
with a boat exactly similar to-day would cost 100 
per cent. more. 

6173. That is, of course, necessarily a guess, but 
you have looked into the figures, and that is j'our 
opinion.? — ^We have looked into it. 

6173. I accept that. That £540,000 does not in- 
clude in any way anything in regard to boats which 
have not been replaced? — ^No. 

6174. And supposing the Tribunal were to con- 
sider that the allowance should be made with regard 
to the boats that had not been replaced that would 
mean another £800,000 about?!— £i638,000; but it 
would be writing out of capital account something 
that is not income. 

6176. I quite appreciate what you say, but I only 
Avant to get the figure. It would be another 
£638,000'?— .What Ave are proposing to do noAv is this. 
In respect of boats that Avere sold or lost and since 



replaced Ave received £1,299,292; we used £613,174 
towards AA'riting out the old boats and applying a 
certain portion to replacement. We are proposing 
now to credit (b) claim v.dth £540,112, and we have 
used Aip the Avhole of the GoA^ernmejit compensation 
Avith the exception of £146,000. 

6176. The AAhole of that lialf of the Government 
compensation, not the Avhole £2,500,000 ?— The Avhole 
of the Government compensation in respect of boats 
that have been replaced. 

6177. For that purpose you have got to make an 
aibitraiy diA^ision of the Government compensation? 
— ^No. 

6178. You are not dealing witli it as a AA'hole? — I 
have divided the GoA'ernment compensation into tAvo 
parts; the amount received in respect of iboats lost 
and not replaced, and in respect of boats lost and 
since replaced. 



Further cross-examined by Mr. Morrison. 



6179. Could you tell us when the boats Avhich this 
£850,000 is in respect of were purchased by the 
company? — No, I cannot tell you. 

6180. They were purchased well before the Avar, 
Avcre not they? — They may have been; I cannot say. 

'6181. Is there no record at all as to when the 
companies purchased the boats in respect of which 
that figure appears? — Yes, there would be a record 
at the companies’ offices. 

6182. But you do not knoAV? — ^1 have not got that. 

6183. The £850,000 Avas the original cost of those 
boats? — ^Yes. 

6184. Has that figure been depreciated in the 
capital accounts of the companies? — No, not in the 
capital account. 

618o. ould it have been depreciated aiiAHvliere? — 
Yes. 

6186. Where.? — Provisions for reneival are made 
annually as a general rule, and the accumulated sum 
would appear in the balance-sheets of the companj^. 

6187. But in the capital account the £850,000 did 
still appear up to the time it Avas taken out? — Yes, 
in accordance Avitfi the Statute under Avhich the rail- 
Avay accounts are kept. We keep our accounts on 
the double account system. 

6188. The Government compensation figure of 

round about £1,. 300, 000, was that in respect of these 
boats that Avere either last or sold only.? Yes. 

6189. So that that figure may AvelJ be quite double 
the real value, that is the depreciated value of the 
boats?— I could not tell you what relation it has to 
the depreciated value, but I can tell you this, that 
it represents the amount of the estimated replace- 
ment cost of the ships when lost less the amount of 
depreciation which Ave Avere obliged to calculate under 
a formula set out in the agreements Avith the 
Government. 



6190. But these were boats which cost £850,000 and 
compensation was approximately 
£l,300j000? — That is right. 



6191. Wliat I am putting to you is this, that clearl; 
ii, that you do not know the age o 

the boats Avhen they Avere sold or lost. What I an 
putting to you is this, that the depreciated value o 

materially less thai 
£850 000.?— No doubt the depreciated value was less 
but the calculation of Goveriiinent compensation Ava; 
made on that basis. 



6192 Was the Government compensation ba.sei 
upon the approximate cost of replacing those boat 
or upon the value of those boats to the compaiiies.?- 
t do not know Avhether you have considered ,th< 
Gohiyn Report, but you will see there the formiih 
yiicli IS set out in the agreements betiveen the com 
Wm r i" respect of boats lost 

Sirm I? f I for replacing tin 

boats at the date of loss, and from the loss was de 

of accrued depreciation. 

In™ 1 When was it that the companies began t( 
have doubts as to the propriety of making a dain 



under paragraph (6) in respect of these boats — hoiv 
soon?— I do not quite understand Aidiat you mean. 

6194. The companies made originally a dilferent 
claim to wRat they are iioav making in respect of the 
steamboats. They made a full claim under (5)? — 1 
think I explained before to the Tribunal that the 
pi actice Avith regard to the charging of steamboats 
A\ as not uniform vdtli all the companies. 

6195. Your attitude towards the steamboats has 
changed since the time that the original claims Avere 
deposited.?--! Avould not call it changed; I should 
say that ive Ai^ere attempting to have a uniform 
practice. 

6196. You see, Avhat I ivaiit to get from you is 
this, that a concession has iioAV been made to the 
users of the railways in respect of steamboats, has it 
not, which indicates that Mr. Gripps’ criticisms of 
the companies’ position in respect of steamboats has 
had some effect on the companies? — If you put it 
that way. W'e say what Ave propose to do is to credit 
to the (5) claim a sufficient sum so that the amount 
included 111 it Avill represent the betterment of the 
boats; that is to say, increase the pas,senger 
accommodation. 

619/. You can afford to be as generous as Mr 
Macmillan was to Mr. Cripps and say his criticisms 

have had an effect on the railivay companies? 

Perhaps. 

6198. When did those criticisms take effect in the 
minds of the raihvay companies.? — I could not tell 
you. 

negotiations commenced 
with the 'Go-ordinatiiig Ooiiimitteo or after? — I could 
not tell you. You will get the inforinatioii regarding 
that from Mr. Ackroyd. 

6200. Had any doubt occurred in your mind before 
the proceedings of tlie Co-ordinating Committee com- 
menced?— I was not concerned with tlio question of 
tile steamboats before that. 

6201. You had nothing to do with that at all— the 
change in the companies’ policy .?— Personally I had 
not. 1 was, of course, a member of tlie Accountants 
Committee AA-hich dealt Avith these tables. 

6202. In respect of the claims under (e) are we to 
understand that the claims under that paragraph 
as originally framed included expenditure Avhicli 

actually Avas made after 1st January, 1913? In 

Section (c). 

6203. Yes?— Tliere wore some few charges; they 
are set out iii the Minister’s .Report, Appendix “ A.” 

6204. Tliey wore subsequent charges after the 1st 

ot January on the completion of certain works in 
hand, were not they?— Yes, there Avere a few charges 
in Inspect of Avork which came to about £25,000 
in alj. ^ 

620o. The object of the subsequent expenditure Avas 
to make the Avorks Avhich Avere in liand prior to 1st 

January 1913, fully remunerative, I presume? No 

to complete them. ’’ 

6206. The object of completion wa,s to make it 
remunerative, surely? 
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0207. President'. He said “ I'ully remunerative.” 

1 tliiiik Mr. (^iiirey would probabiy say even if they 
wore completed at a certain date there might be an 
interval before they became fully remunerative; I 
thinlv that is the difference between you at tlie 
moment ? — Ye.s. 

(5208. ill/'. AlorvisO'ii : J. hnow that you are not 
roLsponsible for tlie negotiations, but so far as you 
are concerned the ca.se for and the reasons for the 
original claims under Section 58 (1) (r) .still remarn f 
I think yon had bettor get that infoi'ination from 
•Mr. Boothroj'd or the general manager who will 
follow me. 

Cros.s-exafniued 

1)212. I take it tliat this figure ol £510,001) is hypo- 
thetical. Would you not say so; it is not an actual 
iignre ? — It is an actual figure calculated on an esti- 
mated replacement cost. 

6213. But witlx your knowledge of the prxxctical 
working of accounts 1 txrke it there is a ledger xxccount 
opened in the books for every steamboat ? — No. 

(5214. For instance, you xvould hax'e a heading in 
the name of xx pxirticular boat ixi the ledger P — No. 

6215. Not in your company F Is that the general 
I’ule tliat there are not ledger accounts opened for 
eiich steamboat?— No. The ledger xxccouut xvould be 
the capital expenditure of the company on steam- 
boats. 

6216. And then, 1 suppose, you would debit the 
expenditxire of so many thousand poxuids, running 
into £100,000 perhxips for ;x. boat, and then you 
would credit the amount that you would xvrite"off 
and place it to the depreciation ; is that the pro- 
cedure? — No. You see the railwxiy .system of account- 
ing is not the same as commei’cial practice. The 
amount in capital txccount is not disturbed. There is 
set up a reserve, a renewal px-ovision account, which is 
a separate xiccount entirely. 

6217. You mean that one would have no relation 
to tile other? — They xvould not be merged in one 
account. 

6218. But is there not a system by which you can 
say that this steamboat has depreciated so much ; 
you have taken stock of that steamboat, say at 
£100,000, and written down so much? — There xvould 
be a memorandum kept of course of the history of 
each steamboat, but it would not affect the capital 
account of the company. 

«219. It- would not be worked into the capital 
expenditure account which we htive to take cogni- 
sance of in putting our case before the Tribunal f 

No. 

6220. There is no figure that ive could prove as 
far as the .steamboat is concerned? — What you could 
see would be the expenditure in the capital account 
upon . .steamboats, and in the balance' sheet on the 
liability side you vdll find the depreciation fund 
for steamboats. 

6221. So that really this is a hypothetical figure? 
Instead of being BiSOO.nOO it might very well be 
£1,000,000 if you xvent further into it?— No; it could 
not bo anything more than £540,112 if cur estimated 
replacement cost is anything like right. 

'6222. That means that there is xi ho'O'k in which 
Ihis estimated replacement cost is worked out.? — Or 
a. piece of ixaper. 

6223. A railway company surely does ixot do its 
business like that — w'ork it out on a piece of pajxer 
and not put it in a permanent account book. Still 
my point to tlio Tribuntil is this, that surely yon 
could bring iix a sort of reconciliation account show- 
ing that this is a correct figni-c more than an assumed 
figure. In the statistics of tlie com])any vou have 
so many boats; all told, I take it, in Isis tixere are 
217 boats shown on the statistics. Then you have 
a depreciation account for steamboats in another part 
of the accounts. There is n'O less than £3,391 000 
ea,r.marked for depreciation. Surely there is .some 
relation between these things so tliat you can accu- 
rately gauge what is the true position, because, of 



6209. But you were responsible largely, were you 
not, lor the original claims and answered for them 
in the witness box?— Yes; 1 put tlie claims in on the 
formula. 

6210. And the justification which you then made 
lor those claims in examination and cross-examina- 
tio'ii would still stand? — It was that on the whole it 
represented our estimate of the amount required to 
bo added to the 1913 revenue in respect of these 
works . 

6211. Oil the basis of the formula which was then 
stateil by counsel and 5j' your, self in the witness box? 
—Yes; on the basis of the formula since rejected. 

by Mr. IVoiuiall. 

course, our trouble is in dealing with the hypothetical 
cases? — 1 d'O not quite uuderstand what you are 
getting at. 

President: Could you put it in the form of a 
question, Mr. Worrall? 

6224. Mr. Worrall: I ask you distinctly whether 
there is not something more on record than some 
data on pieces of paper ; whether there is not an 
arithmetical working out of figures in a debit and 
credit form in a ledger so that we can have accurate 
figures?— The amount in that capital account will 
not be disturbed whether the boats are renewed or 
not, if they be renewed by boats of similar capacity. 
When a new boat of a’dditional capacity is put into 
service the amount is charged to capital account and 
fcheie would be added tO' the renewal provisio'n 
account for steamships the appropriate sum to set 
aside year by year to renew that boat. 

6226. I follow all that, but is not there a stock- 
taking at any specific date in which the value of 
each boat is shown say at the standard revenue date 
ill 1913 ? — ^No ; there is no. valuation made of boats 
.'•ear by year in order to ascertain whether the depre- 
ciatiou fund is ample or not. 

622-6. My point before the Tribunal, and I put 
it to you, is that this may be considerably under- 
estimated unless you can prove the figures wliicli 
you are put into the box to prove.? — I say that 'in 
the opinion of the railway companies the boats that 
were lost during control and which have been 
replaced, coiikl have been replaced by boats of 
siniilar capacity over that period at an estimate of 
100 per cent, over pre-war cost. 

6"227. That is a rule of thumb, 'is it not?— It is 
not a rule of thumb at all. We know the prices 
of the boats that have been piirclia,sed, and wo know 
the cost of the boats have gone out in the veare 
1920 and 1921 

‘62'28. You give me my point, that there is really 
no accurate statement of figures showing what the 
milue'of these boats would be at the standard revenue 
date?— There would appear in that capital account 
what I have already explained, the first cost of the 
boats, and there would also appear in the balance 
sheet the amounts set aside for renewal. 

6229. Could a reconciliation account bo prejiared 
to place before the Tribunal showing that those 
figures^ fire correct? — I -do not understand wliat a 
reconciliation account consists of in this case. 

62,30. Well, we Imve several reconciliation accounts 
ivliich yon have put before us showing bow you 
reconcile adjustments, and so on, and o-et back to 
where you started from?— Wlrnt I put in is a recon- 
ciliation .statement of capital expenditure wliicli ban 
been made by the companies on the claims that liai'o - 
•been made by the companies in respect of capital 
expenditure. 

6231. Well, this is the first time that the outsiders 
such as nyself, have gained a point, if we can call 
those outsiders who are outside the inner fringe 1 
put it -to you, if we went along the.se lines, sliould 
we find 'out something else besides steamboats? — I do 
mj know what you have fomi'd out about steamboats, 
ot MJiat you lYould find otherwise. 

6232. We are told that this is sort of thrown over 
to ns as something that we have gained by perse- 
verance and zeal— “zeal” w,as the word used ?— It 
IS proposed to credit to Schedule D, paragraph (6) 
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claim, a sum of £540,000, and tFat is the length 
I am taking it. 

0233. Could we not trace this further ? — There are 
only tliree headings — railways, steamboats, and other 
business. In those thi'ee items, which are very large 
items — one is no less than £8,000,000 — ^vould not 
tliere he works which we could claim in the same 
way that we are claiming steamboats if we went 
far enough? — No, because there has not been anybody 
providing an amount of compensation for those w'orks 
tlisplaced. 

0234. There are no other sort of works that you 
could carry in your mind that have been displaced 
in the same way.? — ^There has been no outside body 
providing the Company with funds in respect of 
property lost. 

6235. Has there been any such property lost during 
the W'ar which could be claimed — such as rolling 
stock that wmnt abroad? — 'No; that came back. 

6236. If it came back, has any calculation been 
made on that sort of material? — There is not any 
calculation necessary in such a case. 

6237. Possibly there was a lot of it lost; surely 
it did not all come back, and it still may be in 
capital account. I put it to the Tribunal that that 
is quite a proper question that I should ask — whether 
among the rolling stock there is not similar stock? — 
As far as I know, there is not. 

6238. As far as you know, there is nothing? — No. 



2Ir. Jepson: Do you find anything in the railway 
companies’ claims under those heads? 

Mr. Worrall: Well, we are in such a position that 
we cannot delve into these things in the same way 
as these expert gentlemen can ; we ask them for 
guidance and we are very grateful indeed that the 
Ministry of Transport have pointed out a few things. 
Surely if we ask a question and you rule that this 
figure should be reconciled with regard to steamboats 
we might possibly, with the help of the Ministry of 
Transport, find something else besides steamboats? 

President : Well, we are not going to rule that 
there must be a reconciliation statement, so perhaps 
that would conclude your point. 

Mr. Worrall : Thank you ; I did not want to bring 
it to that, but that is really the position. My .sub- 
mission, very humbly, is that we ought to have a 
reconciliation statement seeing that this is hypo- 
thetical. 

President: Yes; we have ruled against you. 

Mr. Worrall: Very well; that disposes of that. 
Then, on the other point, with regard to the rolling 
stock, might I press that further? 

President: If you like; we sihall rule against that 
in the same way. 

Mr. Worrall : At any rate, I pointed out, and 
possibly some zealous gentleman appointed by the 
London County Council, or some other body, will come 
along and point out other things to you. 



(The Witness ivithdrew.) 



Mr. Allen Boothboyd, recalled. 
Further examined by Mr. Ol.4uson. 



6239. I want to ask you one or two questions as 
to the negotiations which led up to the settlement 
with which we are concerned at the moment. On 
Tuesday the 24th March, the Tribunal sat, and I 
think immediately after that, in a tentative way, 
negotiations began, did they not? — ^That is so. 

6240. I think in the first instance quite in- 
formally, and then a suggestion was made that the 
traders on the one side and the Railway Rates and 
Charges Committee on the other should appoint a 
sub-committee to canvass the position and see what 
could be done? — That is .so, yes. 

6241. You and some other gentlemen were 
appointed as a sub-committee to represent the rail- 
way side of the matter, and you met certain gentle- 
men who had been appointed to represent the 
traders? — ^That is so. 

6242. On the understanding, I imagine, that all 
negotiations, of course, were quite without prejudice? 
— ^That is so. 

6243. Can you tell the Tribunal from what basis 
the effective negotiations started? — Yes. We began 
it by discussing the companies’ claim under para- 
graph (h) and the position at which matters then 
stood. When the Tribunal adjourned on the 24th 
March the matter stood in this way, that the 
Traders’ Co-ordinating Committee were to compile 
and supply the railway oompanies within about a 
week with a li.st of the works included in para- 
graph (h), which it was claimed had not enhanced 
the value, of the undertaking. 

6244. That was, of course, on the footing that the 
onus was on the traders in regard to that matter? — 
That is so. The Traders’ Co-ordinating Comm'ttee 
were considering the preparation of their list of items 
which they would object to on that account. We 
fii’st of all approached that subject, and we discussed 
for some time the question as to if and how far we 
should reduce the claim under paragraph (h) in 
res]iect of works which we might admit had not en- 
hanced the value of the undertaking. The result 
of the 'di.scusision was that we had to state quite 
plainly that we could not make any deduction from 
the (h) claim as matters then stood in respect of non- 
enhancement ; we were satisfied that the works which 
were included in the paragraph (b) claim wore works 
which had enhanced the value of the undertalsing, 



and -whilst we were quite willing to go through them 
again if need be, there was nothing which we had at 
the moment which we could take out, and the traders 
of course intimated that in the result it might 
possibly be that they would have to file a fairly long 
list of items in order to make sure that everything 
was in that they might conceivably object to. 

6245. That was the position from the point of view 
of (b)? — That was the position from the point of 
view of (b), and that was how we began to talk about 
(b), and -talking about (b) of course one got on to 
talking about (c) as -well. We had already arranged 
before the first formal meeting took place that we 
would discuss the claims both under (b) and (c), and 
of course we came not only to discuss (b), but also 
to discuss (c), and when we got to (c) we had a con- 
siderable talk as to the position of matters in rela- 
tion to (c). Of course it was quite clear that the 
formula had gone. I think it was recogni,sed that 
it was not possible to deal -noth (c) at all except on 
the basis of the formula or going in to each indivi- 
dual item and dealing with it separately. The 
question really was raised as to whether it was pos- 
sible to dispose of (c) with the broad axe rather than 
take up time in dealing with individual claims. Of 
course, we pointed out to the traders that whilst it 
was quite true that the formula had gone, it did not 
by any means follow that the claim of the railway 
companies under paragraph (c) 'was at all diminished. 
If it had been admitted when the formula was under 
consideration that because of the formula there were 
works in the list which the companies would not con- 
tend were not fully remunerative ; they wei'e put 
there because of the operation of the formula. 

6246. The basis of the formula being a purely 
ai-bitrary period? — A period of 15 years, and all 
works included in that period, but let that go, and 
of cour.se you have -to go back beyond the 15 years, 
and if you have, as is the case, works that were not 
fully remunerative at the end of 1912, wdiich were 
more than 15 years old, they, of course, fell for con- 
sideration; and there was the further fact to take 
into account that you were not limited of course 
-when you abandoned the formula to 5 per cent. 
Wliat yon have to regard in each case is, w'hat is in. 
fact full reiinuneration and that of coui'se may be a 
varying factor. '’Whatever the full remuneration be, 
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it goes into the revenue of the company and the 
amount by lyhioli in a particular case one fell short 
of full remuneration was the amount of on.e’s claim., 
and that meant that in some oases substantially more 
than 5 per cent, would be the claim of the company. 

624/ . That being the position, was there a dis- 
cussion betwe.cn the two sub-committees of particular 
items? Yes. Quite a niumber of particular items 
were mentioned in the course of the discussion. You 
see we w'er© in this position, that a good deal of time 
had been given to the companies’ claim under para- 
graph (c) in the proceedings last year, and in the 
course of those proceedings a very large number of 
individual items had been referi'ed to, so that on 
both sides W'e knew, of course, about tho.se items, and 
items of .various kinds were mentioned and thev 
were discussed. 

6248. That is in regard to (c)P— Yes. 

6249. In regard to (b), was there any discus.sion 
as to items at that stage? — ^No, not in the same wmy. 
The case wm made upon (b) was this : that wm were 
.satisfied that the w^orks included in (b) w^ere works 
wliich enhanced the value of the undertaking, and, 
as matters then stood, ive were not prepared to make 
any deduction from it. 

6250. That w^as the position in regard to the two 
sub-committees. Was that the stage at which tire 
matter wmiit to the principal committees, or was there 
any sort of tentative arrangement come to ? — ^No ; 
we got a stage further. Having discussed pretty wmll 
I'ouud the subject, both paragraphs (b) and (c), we' 
really came doivn to the question w'hat could be done 
to settle both. The traders pressed for a lump sum 
allowmnce under (b), and w^e were equally firm in 
pointing out that w'e could not make an overhead 
deduction from (b). We did, however, say, and in 
saying this we had the steamboats in mind, that we 
W’ould look further into the (b) claim and see if 
there W'ore further credits wdiich we could give; that 
we had no objection wdth a view' to a commercial 
and a businesslike settlement to a lump sum deduc- 
tion; but we must make the reservation that, in 
.so far as the overhead deduction did not Tall to be 
dealt with by specific items in (b), it should be a 
deduction from (c), because in (c), of course, we were 
dealing wdtli a subject-matter which, once determined, 
is determined for all time. Having got that far, 
w'6 did, before we parted, come to the conclusion 
that we were prepared to recommend an allow'ance 
for (c) w'hich w'ould be substantially tw'o-thirds of 
the claim that had been put in, coupled with an 
allowance for (b) as it then stood with a £'2,000,000 
deduction over all, the £2,000,000 deduction to be 
the subject of consideration by the railw'ay companies, 
and further determination. T'hen, of course, after 
that yoii see we did tell the Traders’ .Sub-Committee 
quite plainly that any deduction that we did make 
ill respect of (b) we should propose to make in respect 
of the steamboat item. At our second meeting that 
of itself formed the subject, perhaps, of the most 
considerable discussion. 

6251. At that stag© w'as the matter referred to 
the full Committee, and was there then a further 
dificu.ssion ? — ^Yes. W© got to the point at wdiich 
w'© got to the third deduction from (c), the 
£2,000,060 over all, aii'd then, we w'ont back to our 

Cross-examined by Mi 

6258. When was it exactly that this settlement wms 
come to? — The 21st April. 

6269. When was it that the question of steam- 
boats was first mentioned — I do not mean first men- 
tioned before the Tribunal; I want to know when it 
was first mentioned in any committee ? — In any 
negotiation? I think it w'ould be the 31st March. 

6260. It did not occur to you, I suppose, to ask the 
London County Council to take any part in these 
negotiations? — Well, it did occur to us, you know, 
but there were difficulties. The real difficulty was 
this: if W'6 invited the London County Council, w'e 



fXxll Committees, and fwe on ouij side exjplained 
exactly how' matters stood and got instructions as 
to wdiat we were to do. 

6252. On the resumption of the negotiations W'as 
a question raised as to w'hat the effect might be as 
to the Minister of Transport’s Report? — It was. 

6253. How was that matter dealt wdtli? — Well, the 
traders very strongly pressed us that any credit 
which we were prepared to give in relation to steam- 
boats should be in addition to the £2,000,000, and W'6 
ultimateh' had to say quite frankly that we were 
not prepared to accept that, and if that w'ere insisted 
upon the probabilities were that the negotiations 
would not go through, because W'© were not prepared 
to exceed the £2,000,000, and that has been our 
attitude throughout; the £2,000,:000 is the highest 
sum that we w'ill submit to as a deduction over- 
head. We did then get to a discussion as to wdiat 
W'as to be the position in relation to the Min.ister’.s 
Report. We did not know what the Minisiter’s 
Report w'onkl contain exactly; nor did the traders; 
but W'e did think it fair that we should both be in 
the same position in that respect, and that was 
w'hen we received the Minister’s Report we should 
each be entitled to consider it for ourselves and if 
need be to object to it. When the Report had been 
dealt with, w'lien the objections, if any, on either 
side ha.d .been considered and the Report had been, 
given effect to, then upon the figures, as I say, 
affected by the Report W'onld w© apply the settle- 
ment, but we definitely and finally refused to add 
anything to the £2. 000, 000, and tliat has been our 
attitude throughout. 

6254. As regards the allocation of the £2,000,000 
as between the (6) and (c) claims, Iiow' was thati left? 
— That W'as left for the companies to determine. 
There W'ere tw'o things in that respect which had 
to be decided. In the first place, the companies had 
to agree how they would divide the £2,000,000, and 
a tentative suggestion put up by the traders for 
a division was one w'hich we did not accept, hut 
W'e did ultimately decide how that should be — the 
£780,000, the £730,000, the £330,000. and the 
£160,000 — and we communicated that to the traders, 
and then, of course, w'e had to decide how we would 
debit each company with its allotted portion. That, 
again, was a matter for the companies to decide, 
the result being as show’n by the figures that the 
£640,000 comes off (b), and the balance off (c). 

6266. But w'ith that allocation the traders were to 
have nothing to do? — No, they W'ere not concerned. 
As long as they got (r) reduced to two-thirds and 
got a £2,000,000 over-all deduction it really 
did not matter to them W'hether it cam© off (b) or (c). 

6256. And I dare say yon entirely agree with w'hat 
was said w'ith regard to the matter, that not only 
W'ere they not concerned, hut they have no resq>onsi- 
hility in any shape or form? — That is perfectly right, 
and, of course, the .settlement is one settlement; it 
is a settlement in relation to this particular W'ork 
or that p.articular w'ork; it is a settlement on a 
commercial basis of the whole subject matter. 

6257. I tbink, if I am not mistaken, it w'a.s on the 
basis of its being a settlement of that character that 
t%e negotiations thronghont proceoeled? — Cei'taiiily. 

. Stafford Cripps. 

should have had to invite, I think, all pa.rties before 
the Tribunal. If you have two sides to negotiate: 
and you multiply them to four or five, yon do a good 
deal more in multiplying your difficulties of ever 
arriving at a settlement. 

6261. Or, on the other hand, in multiplying tlie 
satisfaction of the people who are parties to tlio 
settlement? — Yes, if ever you do get there, whicli is 
doubtful, of course. 

6262. When did you first have the figures of the 
£541,000 item?— The fi]-st fi.gures suggested w'ere 
somewhat in excess of that. 
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6263. Who suggested it? — I cannot tell you, but 
the first figures were certainly supplied by the railway 
companies. 

6264. When were they supplied? — Some time 
between the 31st March and the 21st April. 

6265. But you cannot tell us when? — It was by 
letter from the railway companies to the Sub-Com- 
mittee. 

6266. Have you got the letter? — These negotiations 
were witliout prejudice. 

6267. Have you got the letter? — Yes, I have the 
letter. 

6308. Can I see it? — ^Yes. The letter is dated the 
9th April; it is a fairly lengthy one. 

6369. Can you just- point out the passage; I do not 
■want to read" all through it? — Yes. There are some 
six or seven pages of it. 

6270. Just put a pencil mark where tlie passage 
occurs. {Document handed to Counsel.) I .see there 
you stated that the total of the claims under para- 
graph (6) -would be reduced by roughly £960,000 for 
steamboats? — ^That w-as afterwards reduced. 

6271. And, of course, that -\vas -without any admi.s- 
sion? — Oh, yes ; this wms negotiation, you know. 



6272. Quite so; I am obliged to you. That was, 
you say, the 9th April? — Yes, and that included items 
which fall for future consideration ; that is to slay, 
it included the iL.M.S.i items which Hvill -not be 
credited until the 1924-25 accounts. 

6273. What are those items, because -we have not 
heard of those? — ^Yes; Mr. Quirey mentioned them 
in the box just no-\v. 

6374. I did not appreciate that? — ^Some £245,000 
of credit -which is not made until 192d-. 

6275. That will come into 58 (1) (5)? — That -ivill 
come into 58 (I) (b) wdien 58 (1) (h) for 1924 comes 
up for consideration. 

6276. -And that is part of the £2,500,000 that we 
have been talking about? — Yes; it is a credit in 
respect of steamboats. 

6277. So that there is still some credit to come 
besides the £540,000? — Yes; there is the credit in 
the liondon Midland and Scottish for 1924. 

6278. Is that the only one?— It is the only one 
that I knorv of. 

6279. I heard somebody say there is the Southern 
Railway too? — I do not know of the items. 
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6280. AYhich of the railway companies are yon 
employed by? — ^The London and North Eastern. 

62Si. In -ndiat capacity? — -Assistant Solicitor. 

6282. When you began these negotiations did you 
ca]-ry in your mind the provisions of Section 58 (1) 
(r.) ? — ^Yes. 

6283. iAnd have you advised your company that the 
.settlement you have come to is in conformity witli 
that paragraph ? — Yes. 

6284. You told the Tribunal that it is impossible 
in this settlement to separate the settlement in 
respect of (b) from the settlement in respect of (c) ? — 
Only in relation to the negotiations for the 
£2,000,000; the settlement js now complete, and 
the separation i,s complete. 

6385. Well, is it? — That is to say, the settlement 
is a settlement under which, taking the formula for 
the purpose of arriving at a figure, you reduce them 
to t-n'o-thirds, and you then reduce it further by 
5 per cent, on a capital sum of — I forget the figure — 
but roughly £1,500,000. 

6286. The settlement made a common reduction of 
one-third, and it gave an overall capital allowance 
of £2,000,000 which was not in respect of (a) or (b) ? 
— It was in respect of both. 

6287. Which was not in respect of (b) or (c) rather. 
It left the railway company -to make its decision as 
to the apportionment? — ^Yes. 

6388. So that the settlement itself as it was sub- 
mitted to the Tribunal in a document was a com- 
bined settlement, and it was impossible to separate 
the provisions of paragraphs (b) and (c) ? — The 
settlement was perfectly plain. It was a settlement 
under which (o) was reduced to a certain figure, and 
the two together were roducod by an overhead sum 
to be determined as to amount by the railway 
companies ; that was the settlement. 

6289. And actually some of the concessions which 
the railway companies gave in respect of para- 
graph (c) were actuated b.y certain considerations in 
respect of paragraph (b)? — No. 

6290. But did you not say that to the Tribunal in 
examination ? — I hope not. 

6291. Then I have a wrong impression. Am I 
right in having the impression that, for example, the 
full percentage allowed to the railway companies 
under the proviso in respect of economies has some 
relation to the reduction by the companies in the 
amount of claim under (c) ? — I do not think the 
ecnnom.ies settlement had anything to do -ivith (r). 

6292. Had not it? — I do not think so. As a matter 
of fact, on one occasion -we discus.sed both matters 
at one intervie-sv one after the other. 

6293. Yon have .stated that certain of the items 
claimed under (c) in all pi'ohabilitv could not he 



ju.stified hy the companies? — That has been stated 
previously wdien the formula was under discus.sion. 

6394. And that is admitted? — I'hat w'as admitted. 

6295. On the other hand, you think there are 
additional items which could have been brought in 
wdiich might have replaced them, or more than 
replaced them? — Clearly. 

6296. But it is admitted that in a claim made 
by the com.pany certain of the claims were bad? — 
Certain of the claims were such as could not be justi- 
fied because of the rejection of the formula. 

6297. To that extent then that paragraiih of the 
section had not been complied with? — AVell, of course 
it was explained by the raihvay companies at the time 
exactly what w'as the basis of the formula ; the whole 
thing was gone into; it was not pretended to be more 
than it really was. 

■6398. AVere you contemplating also going back 
further than 15 years? — Oh, yes. 

6299. If you were upset on the other point? — 
Upset on which point? 

6300. Ais to the examination of the claims in detail 
and certain of them being found bad; yon had in 
reserve that you might bring forward claims wdiicb 
went back further than 16 years? — May I iiut it in 
this way : that if the settlement is not now approved 
and does not go through it is the intention of the 
railw'ay companies to go back bej'ond the 15 years 
and submit to the Tribunal for qualification under 
paragraph (c) works -ndiich were over 15 yeaj-.s old 
at the 31st December, 1912. 

6301. Have yon any idea bow far yon might con- 
ceivably go back? — I cannot tell yon. 

■6302. Thirty years 1 — Yes, I should imagine even 
30 years. I can think of a work that probabl.y -was 
not fully fructified at the end of 30 years. 

6303. May I put it to you that if you go back 
30 years in a claim, that the capital expenditure is 
not fully remunerative after 30 years, surely one 
must assume that such capital expenditure could not 
have enhanced the value of the undertaking? — I do 
not follow on what ground you make the assumption. 

6304. Is it an unreasonable assumption that if 
capital expenditure took place 30 years ago, and has 
not become fully remunerative, that such capital ex- 
penditure did not and has not enhanced the value 
of the undertaking? — think it is quite unreasonable 
if you can .show that during that 30 years the work 
has progre.ssed — slowly possibly, but steadily. If 
there lias been a steady and slow progression, and 
yon can see that it has not yet arrived at full re- 
muneration, it seem.s to me inevitable that it mu.st 
have enhanced the value of the undertaking. 

630.5. Probably if tbei'e was that expenditure that 
took 30 .years to become full.y remune.rative', tlie share- 






MINUTJBS OF EVIDENCE. 



499 



9 June, 1925.] ' 



Mr. AiiLBN Boothroyd. 



{^Continued. 



holders of the companies would have some criticism 
to uttei', would they not? — Oh, I have no doubt; 
that, of course, is the eximrience' of new railway 
companies. 

G306. The discussions which took place in the 
course of the negotiations between you and the 
Traders’ Co-ordinating Oommdttoe did not relate in 
detail to all the items of the companies’ claim? — 
All the items of the companies’ claim under para- 
graph (c) were the subject of our discussion; they 
were not all of them mentioned, but they were all of 
them there to be mentioned if need be. 

6307. They were not discussed item by item, or 
ju.stified item by item? — AVe did not start on tlie 
first page and go through the list. 

6308. And, of course, even if you had, it would 
not necessarily have justified them to the Tribuna 1 1 
—No. 

6309. Do yon say now that the formula has gone — 
that is the original formula upon which the claims 
were made under (t)? Could you tell me what has 
taken its place? — This settlement at the moment. 

6310. But surely this settlement is an adaptation 
of the original formula? — The formula was only used 
for one purpose, and that was to arrive at a negotia- 
ting figure. 

6311. A round figure? — Not necessarily a round 
figure — a negotiating figure. 

6312. A lump sum? — Yes, a sum to bargain about. 

6313. And therefore not necessarily related to the 
details of the claim? — ‘Well, possibly not, hut at any 
rate the sum that was bargained about was the sum 
provided by the formula. 

6314. Quite so, and the sum which was the result 
of the formula which was bargained about has now 
been modified in a flat rate cut right tlie way through 
by a new formula whicli you have arrived at with 
the Traders’ Co-ordinating Ooinniittec? — No; whiat 
we have arrived at is a lump sum settlement which 
gives us something like £963,000 for the four 
companies. 

6315. Let us see what happened. Totals were 
arrived 'at as the result of a formula, were not they? 
— The formula had given a figure. 

6316. It produced a figure? — Yes. 

6317. And that was the only place from which the 
figure came, was it not? — It was the oidy place where 
that particular figure had come. 

6318. Having got the figure, you negotiated with 
the Traders’ Co-ordinating Committee .P — Y'es. 

6319. On the basis of that figure? — That was the 
starting-off point. 

6320. And in the end again on the basis of that 
figure you came to a deal with the Co-ord'inating 
Committee under which their original claim was 
reduced by 33^i per cent.? — ^We came to a deal 
whereby, taking the figurO' that was provided by the 
formula, wo agreed to accept, and they agreed to 
our having as an allowance, .a; sum which woidd be 
roughly two-thirds of that figure. 

6321. So that the formula is still there, surelyT— 
No, I do not think it is. 

6322. Well, what is there? — The settlement. 

6323. But what is the settlement based on ? — As I 
say, it started not with the formula, but with the 
claim which the formula had produced. 

6324. But what is the difFerence hotween the claim 
which the foimiula produced and the formula, because 
there could have been no claim which the formula 
produced without a formula? — No; that is (|uite triu'. 

6325. And therefore you cannot .separate the figure 
which the formula produced from the formula? — Oh, 
.ves, clearly. 

6326. How? — The formula was on a certain basis, 
and the result of the formula was a claim of roughly 
£1,500, 000‘; the formula went. 

6327. But the £1,500,000 remained? — But for the 

purposes of negotiations we began with that figure 
of £1,500,000. ^ ' 

6328. Y’'ou took tlie cash in hand and let the 
formula go?— I wish we had the cash in hand. 

46038 



6329. Blit the impo'rtant thing, surely, is that your 
formula produced a figure, and your figure you stood 
to, and that was the basis of negotiations with the 
Traders’ Co-ordinating Committee? — ^We negotiated 
from a starting-olf point, and the starting-off point 
was £1,500,000. 

6330. And you do not expect any ordinary person 
to say that because your formula produced a figure 
they will remember the figure and forget ab'Out the 
formula? — Well, really, I think that is what you ought 
to do, because you succeeded in defeating the formula, 
you know. 

6331. Can you tell me what is the relation between 
the final arrangement between, first of all, your 
foi'inula which produced the figure, which formula Tvas 
subsequently forgotten, and the arrangement you have 
come to with the Traders’ Co-ordinating Committee 
with respect to correspiondence between that final 
settlement you have come to as to the provisions of 
paragraph (c) of sub-section 1? — The correspondence 
with paragraph (c)? 

6332. Y'es.P — I hope you will have that evidence 
before these proceedings close to-day or to-morrow. 

6333. But you cannot tell me, and you are a legal 
adviser of one of the companies, where and how is 
the correspondence between the settlement arrived 
at and the provisions of the law which the Tribunal 
has to administer? — With defei-ence to you, if this 
settlement is apjiroved, subject of course to evidence 
of works which qualify under that paragraph and 
works of sufficient amount, it seems to me that the 
settlement is abundantly justified and a settlement 
which the Tribunal would he perfectly qualified to 
adopt and accept. 

President : Mr. Morrison, is j'our point this, that 
there is no proof that the works in respect of which 
the allowance is being given enhance the value of the 
undertaking? 

Mr. ILerbert Murrison: No, Sir. My fundamental 
point is that neither the railway company nor the 
Traders’ Co-ordinating Committee have endeavoured 
to comply with the provisions of the section. 

President : AVould you mind telling me with which 
part of the section have they not complied. 

Mr. Herb art Alorr'ison : My submission is that it 
is an obligation on the companies to prove four 
things : That the expenditure is more than £25,000 
on any one of the works; that it is not included in 
(((.); that it enhances the value of the undertaking; 
and that it is not fully remunerative. The submis- 
sion which 1 shall in due course make to the Court is 
this, that neither the companies nor the Traders’ 
Co-ordinating Committee have endeavoured to prove 
to each other, much less to the Court, that the claims 
of the conipauies under (<;) comply with these four 
requisites of the paragraph. 

President -. Mr. Boothroyd, can you give any 
evidence at all on those points which will help the 
gentleman who is cross-exaraiiiing you, or would you 
leave it to the other witiiesse,s? 

IVifncss : 1 would rather leave it to the general 
managers of the companies. 

President: Would that, for the moment, satisf,y 
you, Mr. Morrison? Of course, I am not shutting 
you out. 

Ml', llerhert Morrison : No, that i.s all right. Sir. 
But I am a little surprised that the general managers 
sluHiid have to deal with the legal points and that 
the assistant solicitor should not. But if that is 
the policy of. the railway companies 1 must re.serve 
my cros.s-exaniiiiatiou on those points. 

President : It is a que.stHm of fact, really, for the 
general managers to say whether the value of the 
works eiihanccs the value of the undertaking. 1 
am in your hands. If you like to put the other view 
to the AVitiiess you can press him about it. 

Mr. Herbert Morrison : 1 have now come to the 
conclusion of my questions. 

President : 1 do not want to stop you; all I want 
is at the e.arliest moment to get your point into my 
mind. 
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G334. Mr. Herbert Morrison : I think I have 

endeavoured to make clear the points to which I 
was directing my questions. {To the TFitness) 
Wiien tlie Tribunal comes to make a review under 
Section 59, perhaps in due course, in what way will 
they have information before them, and details 
before them, which will enable them to take into 
iiccount the provisions of Section 58, subsection (3)? 
— They will have the lump sum settlement. 

6335. But they will have no details.!’ — ]Vo, not 
beyond what the settlement gives. 

6336. Now, in the negotiations, can you say that 
the matter affecting the steamboats was discriminated 
from the arguments w'hich the Traders’ Co-ordinating 
Committee and I had brought forward — ^for example, 
as to whether Parliamentary expenses were expendi- 
ture that was proper under paragraph (6), and 
purchase of land, loans to other people, and mineral 
supports under railway tracks — were they all asso- 
ciated with the settlement you have come to, or is 
the settlement more specifically related to the steam- 



boats? — The particular matters you have just men- 
tioned arise more in relation to paragraph (b); and 
there were, of course, a number of items which the 
traders would have dealt with when they argued 
that thei’e was no enhancement. 

6337. Can you tell the Tribunal whether the final 
settlement and the concessions which the companies 
made in respect of paragraph (b) are related to the 
steamboats or to the other items, or to both the 
steamboats and the other items ? — So far as there is 
ally deduction from paragraph (b) it is a deduction 
in relation to steamboats only, and there is no deduc- 
tion in relation to Parliamentary expenses or any 
other such items. 

6338. So that the claim of the Committee has 
drawn blank from the London County Council? — 
They have drawn an overhead sum of £2,000,000. 
In so far as it is now a recorded settlement it is a 
blank under (b); but, of course, (c) is in a position 
iihich probably it would not have been in but for 
the blank under (b). 



Cross-examined by Mr. Wohrail. 



6339. With regard to (c) and this £2,000,000. Is 
tills a matter of bargaining in which two or three 
figures have been put before the persons bargaining? 
— Yes; quite a number of figures were before them. 

6340. What was the minimum that the traders 
started out with? — That is more than I can tell you. 

6341. I am asking because we are not in the inner 
circle with the traders who have discussed these 
things? — That is more than I can tell you. 

6342. What was the view of the railway companies? 
— I think you can take it that the traders’ minimum 
was their own; but our maximum was the amount 
at which our claim stood. 

6343. What wa,s that? — ^The amount of the (b) 
claim, and the one and a half million pounds under 

(C); 

6344. That is, one and a-half million pounds after 
deducting the steamboat figures? — No. The one 
and a-half million pounds I have in mind is the 
allowance claimed as a result of the formula — para- 
graph (c). 

634o. We start off then with a formula. You 
started with a formula? — 'No; with a figure provided 
by the fornmla. 

6.346. What was that figure? — Roughly, one and a- 
half million pounds. The figure appears in R.T 2a — 
£1,523,575. 

6347. Then the result of the negotiations with the 
traders has been that possibly there "was a difference 
split of this half a million? — There was a great deal 
of bargaining which resulted in the settlement that 
is before you. 

6348. Would you agree with me, if I put it to you 
as a legal authority, that this method of closing the 
business is ultra vires?— ‘Ho, I should not agree with 
that. 

6349. Do you seriously say that this answers the 
reuirements of the Act in respect of paragraph (c) ? — 
I do not suggest that the settlement, standing alone, 
answers the requirements of the Act; but I do say 
that the settlement answers the requirements of the 
Act when it is fortified by evidence to show that the 
claim ^ of the companies contains items which will at 
least justify the_ amount provided by the settlement. 

6350. You think it conforms to the requirements 
with numerous provisos? — There is only one under 
paragraph (c). 

(S51. But, of course, that lays down certain stipu- 
lations, does it not ? Mr. Morrison has gone through 
them ? — ^Yes. 

'6352. But you have gone to a rough-and-ready 
method of settlement in an inner conclave of people, 
and you have evidently had in your mind that if you 
asked anyone outside that inner circle — you said so 

in evidence, I think ? — said if you added to the 

number of negotiators you infinitely multiplied the 
difficulty of a settlement. 

63o3. Do not you think it would have been a fair 



thing to have taken into your confldeuco all the 
people who have a loeu-s before this Tribunal?— Yes, 
it would have been a very delightful thing to do if 
we had had two years to do it in. 

6354. In order to do the thing thoroughly we are 
taking our time. We were prepared to do it in six 
months, but I think the railway companies wanted 
two or three years.!* — ^We managed in a month, you 
see. 

6355. But surely, with a number of accountancy 
gentlemen and legal lights, we could have got this 
thing into some sort of shape without all of a sudden 
going off at a tangent and saying, “ We will settle 
it, because we are absolutely sick of it, for 
£2,000,000.” Does not it appeal to you that it was 
done in that way ? I do not say we were absolutely 
sick of it. il am not sick of it. 

^6. It was such an exhausting thing to carry 
this on over a period of j'ears that it could not be 
done?— It is not merely a matter of time. It is, 
of course, to railway companies and to commercial 
folk, a matter of expense also. 

6357. You keep on piling on these millions. Has 
it ever come within your ken that, with on one 
.side the receipts and on the other the payments, 
when you come to the finish, the other side will be 
exhausted, and there will be a balance against the 
public and the traders ? Has that been considered 
in taking this rough estimate ?— What we are doing 
at present is, as far as we possibly can, to comply 
with Section 58. 

63.58. We have had a quantity of papers put before 
us to-day for the first time. Have you collected 
these things and summarised them, and can you tell 
us just where we are? — Yes. At the moment we 
are in this position, that we have ascertained the 
1913 net revenue subject to one question which 
remains in abeyance; we have ascertained the allow- 
ance under paragraph (a) ; subject to the decision 
of the Tribunal, we have ascertained that under (5) 
and that under (c) also; and we have .settled 
Economies. 

6359. This is the last fight. — After to-day’s pro- 
ceedings and the decision — ^assuming that the' deci- 
sion approves the settlement — ^we shall be in a posi- 
tion to ascertain the amount of Standard Revenue. 

6360. This £2,000,000 is an unalterable figure. If 
we pass it to-day this £2,000,000 under (c) is an un- 
alterable figure? — The £2,000,'000 is a deduction from 
two claims. 

6361. Is it an unalterable figure that is brought 
about by a secret conclave of people who have agreed 
it, and who then say, “ We have done it,” and it is 
done? — ^The figure provided by the settlement is un- 
alterable if the settlement is approved. If it is 
not approved, then paragraphs (6) and (c) are to be 
gone on with. 
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Mr. W'oirdll: I shall reserve my remarks on that better just where this £2,000,000 is leading us to; 

until afterwards; because I can see this, that if this on the figures, if we approve' of this, we might have 

is our la.st fight on this £2,000,000 we should know a balance oji the wong side. 

(The Witness withdrew.) 

Sir R.m.ph Lewis Wedgewood, c.b., o.m.g., re-called. 



Further examined 1 d3' 

0362. The original claim of the London and North 
Eastern Company under Section 58 (1) (c) is stated 
in Schedule E of R.T.2a? — That is so. 

6363. And the allowance that was then claimed is 
brought forward to folio 1, column 2, £396,700?— 
That is right. 

6364. Will yon tell the Court what the capital 
expenditure was upon all the works which are set 
out in Schedule E ? — The total capital expenditure 
on the works which are set out in Schedule E, as 
far as the London and North Eastern were con- 
cerned, was £31,241,381. 

6366. And that represented an average rate of 1‘3 
per cent, on the capital, expenditure? — Yes. The 
allowance claim represented 1'3 per cent, on the 
capital expenditure. 

'6366. The details of the claim as originally sub- 
mitted were worked out on a formula about which 
we have heard a good deal? — ^Yes. 

'6367. That formula you explained to the Tribunal 
when you gave evidence on the 20th June of last 
year? — ^Yee; a year ago I gave evidence On the 
subject. 

6368. I think you pointed out in your evidence 
that the operation of the formula was to include 
.some works which had become full fructified, but, 
on the other hand, to exclude certain other works 
which had not .become fully fructified at the begin- 
ning of 1913? — Yes. That was put to me, and I 

think T plainly agreed it was so. 

6369. The effect of the agreement which has been 
come to between the railway companies land the 
Traders’ Oo-ordinatlng Oommittee has been to reduce 
the claim of £396,700 which is shown in column 2 of 
folio 1, to a certain figure? — Yes; to £247,030. 

6370. Have you carefully examined all the works 
which are set out in Schedule E of R.T.2a? — Yes; 
the list has been carefully gone through. 

6371. Have you excluded from that list all works 
which might he said to have been fully remunera- 
tive .at the beginning of 1913? — Yes; we have cut out 
all the works which were fully remunerative at the 
beginning of 1913, or where I judged that the evi- 
'dence on the .subject was not available. 

6372. Have you done that in a fairly drastic 
manner ? — Yes. 

6.373. With what result? — ^We have gone through 
it, and the result is that the capital originallv in- 
cluded in the claim of £31.000,000 has been reduced 
now to £23,899.772. 

6374. You have cut out of the claim over 
£7,000.000 capital expenditure? — That is so. We 
have cut out over £7.300,000'. T may say that the 
allowanop claim now represents 1 per cent. 

6.375. Mr. Jorlcet : As against 1'3 per cent, 

ori-ginallv? — That is so. 

6.376. Mr. Ttruee Thomas : Are you prepared, after 
the examination yon have m.ade and the exclusions 
vou have made, to tell the Gourt that there are in 
Kchodule E works costing over £25.000. representing 
an expenditure of about £24,000,000, which enh.ance 
the value of the undertaking and which had not 
at the beginning of 1913 become fully remunerative? 
— Yes. T have been through that list of works care- 
fnllv, and I am satisfied that none is included except 
such as enhance the value of the nniderlaking, and, 
in 191.3. were not fullv fructified. 

'6,377. And cost ? — Over £25,000. 

6378. President: And not being capital expendi- 
ture included in paragraph (a.)? — Yes. 

6379. Mr. Bruce Thomas: Yon have alreo'dv 

pointed out that the allowance represents 1 per cent, 
on that £24,000,000. But that does not make anv 



Mr. Bbuce Thojws. 

allowance, does it, for any works other than those 
which were included in the claim, originally sub- 
mitted ? — That deals only with claims that are in- 
cluded in the list originally submitted; it does not 
touch the works that were excluded by the 
a.p'plication of the formula. 

6380. The effect of the formula was to exclude 
certain works which had not fully fructified, but to 
include certain works which had fully fimctified ? — 
Yes. 

6381. You have now eliminated those works which 
the formula included, but you have not brought in 
on the other side those which the formula excluded ? 
—No. 

6362. And you put forward this settlement, so far 
as it affects the London and North Eastern Company, 
as able to be justified, even on the details which are 
set out in Schedule E, after making the exclusions 
to which you have referred? — That is so. 

6383. You are prepared, I think, to deal with 
almost any item in the Schedule; but I am going to 
ask you to refer in a little detail to a number of 
works to illustrate the manner in which you have 
dealt with the matter. You have selected a number 
of works which represent a. capital expenditure of 
over £15,000,000, have you not? — Yes, for special 
reference. 

6384. As typical of the various types of non-fructi- 
fication? — Yes. 

6385. And the selected works represent about 60 
per cent, of the capital expenditure involved? — That 
is so. 

6386. Will you refer first to the Great Central 
extension to London? I think it was opened in June, 
1899. — That is so. 

6387. What was the expenditure on that extension 
to that d.ate? — The expenditure was £10,302,376. 

6388. And the claim as submitted by the London 
and North Eastern Company originally claimed only 
£14,000 in respect of this work? — Yes; under the 
application of the formula £14,000 was the sum 
allotted to this work. 

6389. We know that the old Ma,nchester, Sheffield 
and Lincoln formerly ran lacross country from the 
Mersey to the Humber?— Yes. 

6390. Then the effect of bringing the line into 
London was, of course, to enable it to deal with 
traffic originating in a very different territory and 
to bring it to London, among other places? — ^Yes; it 
got a long haulage instead of a short one. 

6391. Is this London extension one which in your 
view paragraph (c) of Section 51, subseotioiii (1), was 
particularly designed to meet? — Yes. I infer that 
to be the case inasmuch as the case of the Great 
Central extension to London was specifically referred 
to in the Report of the Rates Advisory Committee. 

6392. I think they dealt with it at a great length 
and pointed out that this was a sort of case for 
which some provision ought to be made in the pro- 
posed legislation ? — Y'es. Tliey devoted two para- 
graphs to the discussion of this particular work as 
an instance of capital that might be regarded as not 
havin.g fructified. 

6393. I want you to give to the Court a few figures 
in order to show that that extension had not fully 
fructified at the beginning of 1913. Have you a 
record of the traffic receipts for the early years of 
the extension, after the extension was opened? — Yes. 
The gross traffic receipts from the railway in 1901 
were £2,926,000; in 1907 they were £4,080,000; in 
1913 they were £4,896,000; and in 1922 they had 
risen to £9,011,000 — but that, o*’ course, is on a 
different scale of rates. 
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6394. But even nllowing for that, there is a .steady 
progress up to and after 1913? — Yes. That relates 
to the railway as a whole up to the date of its 
amalgamation. 

6395. Do those increasing receipts in your view 
show a hona fide development of the traffic and not 
merely the filching of traffic from some other rail- 
way? — ^It is hona fide development ; it is not obtained 
at the expense of other routes. 

6396. I think you support that by a reference to 
the position of the lines that might he said to be 
competitors with the Great Central? — ^Yes. There is 
every evidence, I think, that the competing lines 
have been prospering at the same time. I see that 
the Great Northern Railway Company’s dividend on 
ordinary capital was 3 per cent, in 1901 and 4| per 
cent, in 1913; and that the London and North 
We.stern’s was ,51 per cent, in 1901 and 7 per cent, 
in 1913. 

6397. President : These are the gross receipts of 
the whole sj'stem? — ^Yes. 

6398. Mr. Pmce. Thomas : I have first given you 
the gross receipts for the whole Great Central system ; 
I am coming to the extension in a moment. — The 
Midland Railway advanced from 2 per cent, on their 
deferred converted, to 4J per cent. 

6399. Have you the actual figures of receipts for 
the London extension of the Great Central from 
1900 to 1905? — Yes. They were, as I think I stated 
in my evidence last year, especially taken out from 
1900 to 1905. 

6400. Have careful estimates recentlv been made 
of the receipts from 1905 to 1913?— Yes. Estimates 
have been made on the same basis for the period from 
19a5 to 1913 and in the years 1922 and 1923. 

6401. Will you give the Court tho.se figures, which 
are the receipts of the extension only? — have not 
given all the years here, hut I think what I have 
given are ,a fair selection. In 1900 the receipts were 
£288,000; in 1902 they had risen to £421,000; in 1905 
they had ri.sen to £534,000; in 1908 to £-560,OOOi; in 
1910 to £634,000; in 1913 to £737,000. In 1922.’ on 
the different basis of rates, they were £1,364,000; and 
in 1923 they were £1,334,000— the latter, of course, 
with the lower rates, represents a higher volume of 
business. 

6402. Have you a record of the number of pas- 

senger journeys originating at the stations on the 
extension line from 1900 to 191.3 and for 1922 and 
1923? Yes. The number of passenger journe.vs 
originating at the stations on the exten.sion line in 
1900 was 1,676,000. There was then a steady pro- 
■gress until, in 1913. the figure was 3,070,000. In 
1923 it had risen to 3,918,000, showing a .steady pro- 
gress which has been continued after the interrup- 
tian of the war. ^ 

6403. Those figures, I think, exclude season tickets? 
— Yes. 

6404. Can you give the tonnages of goods traffic 
originating at the .stations on the extension lino? 

Do they show a consistent develonment since 1913? 

Yes. In the matter of goods traffic there is the s.ame 
story. My first year is 1906, when there wvre 719 OflO 
tons; and in 1923 it had risen to 933,000 tons; .sihow- 
ing, again, a continuous growth right up to 1913 
and beyond. 

6405. In 1913 I see there was 13 per cent, increase 
ovoj 1906. and 1923 is no less than 46 per cent, over? 

les. That is the traffic dealt with .at the .stations 
on the extension line. 

6406. When you gave evidence in June of last 
year you explained that ihetween 1900 and 1905 



separate accounts had been kept of the receipts on 
the extension line? — Yes, that is so. 

■6407. And I think you gave what is the return 
on the capital expended was in 1905? — ^Yes. The 
estimated return on capital in 1905 was 2'05 per 
cent. The figures I gave then showed that was the 
highest figure then reached as a result of steady 
progress. 

6408. No such accounts have lieen kept since 1903, 
have they? — No; we have had to estimate since 
1905. But I think the estimate can be taken as 
a close one. 

6409. Are you able to infer what the return on 

capital in 1913 would have been upon the propor- 
tional principle? — ^Yes. Upon the proportional 

principle, which, I think, can he fairly applied in 
this case, I estimate the return in 1913 would not 
have been more than 2'9 per cent. 

6410. Does that lead you to any conclusion when 
you are con.sidering whether or not the extension 
line had fully fructified in 1913? — Yes. I think it 
leads inevitably to the conclusion that the extension 
line had not fully fructified in 1913. In point of 
fact. 'I think you can credit the whole claim of the 
London and North Eastern to this one item and not 
over-estimate the amount by which it fell short of 
fructification. 

6411. That is to eay, if you were to limit full 
fructification of the Great Central extension line to 
iust a little over 5 per cent., and attributed to that 
line the whole of the allowance you are getting — 
namely, £2417,000 — ^vou would merelv have obtained 
remuneration for this one unfructified work? — Yes. 
I would not like to put any figure on the full 
fructifica tion — ^ — ■ 

6412. But if full fructification were to be limited 
in that way? — ^Yes; the whole claim of the London 
and North Eastern put forwmrd now is not more 
than 2'4 per cent, on the capital inve.sted in the 
London extension Tine. The London extension line, 
according to "the beet estimate I can make, was 
earning at that time 2’9 ner cent. 

641.3, I want you now to turn from the e-v'tension 
hne and to give .some particulars with renard to the 
Great We.stern and Great Central Jo’nt Line which 
was opened in -Tune. 1906. I think? — Yes. That wa-s 
another case +o which I made reference in mv evidence 
last year. There, too. you have continued progress 
from the opening of the line in 1906 up to 1913. and 
a fm-ther continuation since that date. The puhli.shed 
accounts of the .Toint T.ine .showed it earned 2'46 
per cent, on the canital in 1906. That inci'eased to 
4'26 per cent, in 1913; to 4'86 per cent, in 1913; 
and in 1923 the return had increased to 11'2 per 
cent. The actual receipts tell the same .storv. 

6414. Will yon giye those receipts from 1906 to 
1924? — The receipts in 1906 were £41,000: in 1913 
thev were £121.000: and in 1924 thev were £296,000. 
T think that .shows that the line was far from having 
reached a state of full fructification in 1913. 

6415 And show.s that, in fact, the frnctificafion 
between 1913 and 1923 had been increa.sed by 6 per 
cent. ? — Ye.s. 

6416. Mr. .Tepson: That is the line which oo.st 
£844.000? — ^Yes: and was opened in June, 1906. Of 
course, it was a joint line. 

6417. Mr. Brvee Thomas-. The figure.s you gave 
were figures of net receipts?— Yes, net receipts 

Mr. Pmee Thomas-. I am now going to a.sk the 
witne.ss, Sir. ahont a nnmher of other lines, T do 
no-t know whether this i:? a ennyenient time to 
adjonrn. 



{Adjourned, till to-morrow morning at 10.30.) 
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Standard Revenue— RA iLiw ays Act, 1921. 

Particulars of Investments of Constituent and Subsidiary Companies transferred f>'om Capital Account 

and not yet realised. 





Investment immediately prior to amalgamation. 


Constituent or 
Subsidiary Company. 


Company. 


Description of Stock. 


Amount. 


Amount 
transferred 
from Capital 
Expenditure. 








£ 


£ 



London MrncANn .and Scottish Railway Comi’.anv. 



London & North Western ... 


Cambrian ... 


Ordinary No. 1 


15,000 


15,000 


Mary port & Carlisle ... 


Maryport Harbonr Com- 
missioners. 


Loan 


10,000 


10,000 










25,000 



Southern Railway Co.aipany. 



London and South Western ... 


International Cold Storage 
& Ice Co., Ltd. 


4% Debenture Bonds 


50,000 


45,000 


Do. 


Southampton Harbour 
Board. 


4% Redeemable ... 


25,41G 


25,410 


Do. 


Sutton Harbour Improve- 
ment Co. 


772 Ordinary Shares of 
£25 each. 


19,300 


21,605 










92,021 
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Standard Revenue— Railways Act, 1921. 

Section 58 (1) (a). 

STATEMENT shewing the Allocition between the Parent Companies of the Capital Expenditure of the “ J ’’—Joint 
L/iiies tomung the basis upon which Interest was allowed by the Grovernment at 15th August, 1921. 



Allocation. 



Name of Joint Line. 


Capital 
Expendi- 
ture 
(as per 
M.T.1-4) 


London & North 
Eastern Uly. Co. 
(as per 

Exhibit R.T. 2a— 
Schedule “ C ” 
Amended and 
Revised). 


London Midland 
■k, Scottish Riy. Co 
(as per 

Exhibit R.T. 3a— 
Schedule “ C ” 
Amended and 
Revised). 


Great Western 
Rly. Co. 

(as per 

Exhibit R.T. 4a — 
Schedule “ C ” 
Amended). 


'Southern Rly. Co 
■ (as per 

'Exhibit K.T. oa — 
' Schedule “ C ” 
Amended). 


Railway 
Companies 
outside the 
Four (Groups. 






Pro- 

portion 


f Amount. 


Pro- 

portion 


Amount. 


Pro- 

portion 


Amount. 


Pro- 

portion 


Amount. 


Pro- 

portion 


Amount. 




£ 




£ 




£ 




£ 




£ 




£ 


Cheshire Lines Committee 


98,295 




65,531 


1 


32,765 














Great Central and Mid- 
























land Joint Committee 


1,751 


i 


876 


i 


875 














Great Central, Hull and 
























Barnsley and Midland 
























Committee 


3,276 




2,184 


X 


1,092 














Great Western and Great 
























Central Joint Com- 
























mittee ... 


3,314 


, i 


1,657 






X 


1,657 










Great Western and Mid- 
























land Joint Committee 


3,030 








1,515 


X 


1,515 










Manchester, South June. 






















and Altrincham 


1,088 


1 


544 


1 


544 














Metropolitan and Great 
























Central Joint Com- 
























mittee ... 


2,543 


1. 


1,272 














X 


1 971 


Midland and Gt. Northern 
























Joint Committee 


3,221 


X 


1,610 


A 


1,611 














Norfolk and Suffolk Joint 
























Committee 


821 


8 


615 


X 


205 














Oldham, Ashton - under - 
























Lyne and Guide Bridge 


5,683 


J. 


2,842 


1 


2,841 














Somerset Joint Com- 
























mittee ... 


12,197 






4 


6,098 






1 


n 09Q 






South Yorkshire Joint 
























Line Committee 


4,243 


3 


2,546 


2 


1,697 














Whitechapel and Bow 
























Joint Committee 


3,559 






2 


1,779 










i 


1,780 




.143,021 j 




79,677 




51,022 




3,172 




6,099 




3,051 



8th Jmie^ 1925. ^143 021 



¥ 



♦ 
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Standard Revenue — Railways Act, 1921. 

Item No. 3 {B.T. 2a, 3a, 4a, 5a). 

Capital Expenditure forming the basis on which interest was allowed at the end of the period during which the Constituent “Companies and Subsidiary Companies-., were in possession 
of the Government, viz., 15th August, 1921 (as per Section 58 (1) (a) ), amended in accordance with the decisions of the Railway Rates Tribunal on the 26th May, 1925. 




Standard Eevenue — Railways Act, 1921. 

Item No. 4. 2a, 3a, 4a, 5a). 

Allowance necessary to remunerate adequately Additional Capital raised or provided in respect of Expenditure on Capital Account incurred since 1st January, 1913, and not included 
in Item No. 3 (as per Section 58 (1) (6)) amended in accordance with the proposals made by the Companies on the 25th May, 1925. 
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Sth June, 1925 . 



Standard Eevenue— Railways Act, 1921. 

Item No. 4. {R.T. 2ci, 3a, 4a, 5a). 

Allowance necessary to remunerate adequately Additional Capital raised or provided in respect of Expenditure on Capital Account incurred since 1st January, 1913, and not included 
in Item No. 3 (as per Section 58 (1) (b) ) amended in accordance with the proposals made by the Companies on the 25th May, 1926, and after giving credit for the 
increased replacement cost of Steamboats lost, whilst in possession of the Government, and since replaced 
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Standard Revenue— Railways Act, 1921. 
Item No. 5 {R.T. 2a, 3a, 4a, 5a). 



Allowance in respect of Capital Expenditure (not being less than £25,000 in the case of any work and not beinu 
Capital Expenditure included in Item No. 3) on works which at the beginning of the Tear 1913 had not become fully 
remunerative (as per Section 58 (1) (c)), as amended in accordance with the proposals of the Companies. 





London & 


London, 


Great 

Western 

Railway 

Company. 






— 


North 

Eastern 

Railway 

Company. 


Midland & 
Scottish 
Railway 
Company. 


Southern 

Railway 

Company. 


Total. 




(As per 


(As per 


(As per 


(As per 






R.T. 2a.) 


R.T. 3a.) 


R.T. 4a.) 


R.T. 5a.) 






£ 


£ 


£ 


£ 


£ 


Allowance ... 

Less one-third, as agreed with the Traders’ 


396,700 


523,542 


310,486 


292,847 


1,523,575 


Co-ordinating Committee 


132,233 


174,514 


103,495 


97,616 


507,858 




264,467 


349,028 


206,991 


195,231 


1,015,717 


Less further deduction agreed with Traders’ 




Co-ordinating Committee, as per details 
shewn below 


17,437 


33,432 


16,500 


5,625 


72,994 


Allowance as amended ... ... ... £ 


247,030 


315,596 


190,491 


189,606 


942,723 


Details op 


Further Deduction as above. 








£ 


£ 


£ 


£ 


£ 


Capital deducrion agreed with Traders’ Co- 
ordinating Committee ... 

Less amount allocated to claim under Section 


730,000 


780,000 


330,000 


160,000 


2,000,000 


58 (1) (6) in respect of Steamboats lost 
during Government Control period and since 
replaced ... ... ... 


381,256 


111,360 




47,496 


.540,112 


Balance 


348,744 


668,640 


330,000 


112,504 


1,459,888 


5% thereon, deducted as above ... 


17,437 


33,432 


16,500 


5,625 


72,994 
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Handed in hy Mr. John Quirey. 

J. Q. 4. (Amended and Revised). 

Standard Revenue— Railways Act, 1921. 

Reconciliation o£ Net Capital Expenditure of Years 1913 to 1923 inclusive with Claims under Section 58 (1) (a) and (b). 



Capital Expenditure. 



London and 
North Eastern 
Railway 
Company. 



London Mid- 
land and 
Scottish Rail- 
way Company. 



Southern 

Railway 

Company. 



G-reat Western Railway 
Company. 



Constituent and Subsidiary 
Companies. 

31st December, 1921 (or 1922) 

„ n 1912 

Expenditure from 1st January, 1913 
Amalgamated Companies, 1922 ... 

„ „ 1923 ... 

Total 

Add : Proportion of “ J ” Joint 
Lines 



Total — 1913 to 1923 inclusive 

Deduct ; Expenditure in 1913 or 
later upon works brought 
into use prior to 1913... 

Adjustment at date of vesting 
aflecting Section 58 (1) (6) ... 

Subscriptions to “ J ” Joint Lines 
and undertakings now merged 
in the Group Company 



Expenditure since 1st January, 1913, 
comparable with claims under 
Sections 58 (1) (a) and (6). ... 

Amount of Claim under Section 58 
(1) (a) as amended 

Less : Great Western Railway Ex- 
penditure at Fishguard not in- 
cluded in Capital Account 
Expenditure prior to 1913 on 
works brought into use after 
1st January, 1913 

Adjusted Expenditure 1st January, 
1913, to 15th August, 1921 ... 

Balance of Expenditure not in- 
cluded in Section 58 (1) (a) ... 

Amount of Claim under Section 58 
(1) (5) as amended 

Differences 



Explanations op Difpprenoes. 

Conversion of Stocks 

Amounts expended and not claimed 



341,297,878 

327,206,006 



14,091,872 

767,835 



14,859,707 

68,921 



14,928,628 



76,331 

436,808 

752,237 



1,265,376 



13,663,252 



14,053,951 



3,666,429 



10,387,522 



3,275,730 

2,993,942 



281,788 



217,282 

64,506 



442,915,808 

429,925,362 



12,990,446 

1,030,110 

1,019,025 



15,039,581 

3,035 



15,042,616 



27,244 

62,861 

Or. 20,533 



69,572 



148,780,376 

144,727,012 



4,053,364 

97,662 



4,151,026 



27,455 
( Deduct) 



4,123,571 



21,438 

3,122 

Or. 35,236 



Cr. 10,676 



14,973,044 



11,398,139 



877,934 



10,520,205 



4,452,839 



512,693 



474,718 

2,1, <m 



Capital Expenditure : — 

31st Dec., 1923 ... 167,805,054 
31st Dec., 1912 ... 156,660,226 



3,833,850 



365,857 



3,467,993 



666,254 

651,352 



14,902 



14,902 



11,144,828 

1,183 



11,146,011 



116,868 



116,868 



11,029,143 



7,821,454 

327,306 

2,154,815 



5,339,333 



5,689,810 

5,685,846 



3,964 



3,964 



8<7j June, 1925. 
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